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MONDAY, JANUARY 25, 1960 


House or ReEepresENTATIVES, 
SuBCOMMITTEE ON IRRIGATION AND RECLAMATION 
OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 

The subcommittee met at 9:45 a.m., pursuant to call, in the com- 
mittee room, New House Office Building, Hon. Walter Rogers (chair- 
man of the subcommittee) presiding. 

Mr. Rogers. The Subcommittee on Irrigation and Reclamation will 
come to order for the consideration of H.R. 3510 by Mr. Ullman, H.R. 
3683 by Mrs. Pfost, H.R. 4900 by Mr. Anderson, H.R. 3487 by Mrs. 
May, H.R. 3668 by Mr. Metcalf, and H.R. 5131 by Mr Porter. These 
are identical bills which would authorize the Secretary of the Inte- 
rior to establish a Pacific Northwest account. 

The principal purpose of this legislation is to provide financial 
assistance from uncommitted future power revenues of Federal hydro- 
electric projects in the Pacific Northwest to assist in returning those 
reimbursable irrigation costs on reclamation projects in the area which 
water users are unable to repay. 

The legislation would not authorize the construction of additional 
irrigation or power projects, and any such projects could participate 
in the account only upon specific authorization by the Congress. It 
would not provide any basis for a change in power rates established 
for power marketed from power projects which participate in the 
account. 

The account would be for record purposes only. It would not be 
a fund account established in the Treasury Department, and it would 
not change the procedure of obtaining funds by the normal appropria- 
tion process. The establishment of the account would not change the 
existing administration of water and power projects in the North- 
west, which is shared among the Bureau of Reclamation, the Corps 
of Engineers, and the Bonneville Power Administration. 

Without objection, the record will first contain the bill H.R. 3683 
because all of these bills are the same, and there is no need to put 
them all in the record, and the reports of the Department of the 
Interior and other Federal agencies. 

Of course, the record will have proper reference to the authors 
of the other bills. 


(H.R. 3683 and the report of the Department of the Interior 
follow :) 


1 
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(H.R. 3683, 86th Cong., 1st sess. ] 


A BILL To provide for the establishment by the Secretary of the Interior of a Pacific 
Northwest account, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That because of the interrelations of various 
Federal irrigation and hydroelectric projects in the Pacific Northwest, the need 
for assistance from net power revenues for the development of the irrigation 
potentials of that area, and the importance of orderly marketing of the com- 
mercial power output of said Federal hydroelectric projects, the Secretary of 
the Interior shall establish a Pacific Northwest account. To said account shall 
be credited at least once a year all revenues hereafter derived from power 
operations of each of the projects named or described in section 3 of this Act, 
and to it shall be charged at least once a year operation and maintenance costs 
hereafter incurred by the United States in connection with those operations 
and from the resulting net revenues, amounts sufficient to account, as nearly 
as possible, for the scheduled return (1) of the capital costs of those projects 
which are allocated to said purpose, (2) of the irrigation capital costs assigned 
to those projects to be returned from net power revenues, and (3) of interest 
on the unamortized balances of the commercial power allocations, where and 
as provided by law. Net revenues derived from power operations as aforesaid 
shall be applied first to payment of the charges described in items (1), (2), and 
(3) of the preceding sentence arising in connection with the presently existing 
or authorized projects named or described in section 3 of this Act and thereafter 
to payment of charges to the account hereafter incurred pursuant to section 4, 
subsections (b) and (c), of this Act. The Secretary shall prepare schedules, 
in which the scheduled return of the presently unamortized balances of the 
-apital allocations hereinbefore referred to shall be set forth, designed to ac- 
complish payout of each project in accordance with the laws governing that 
project and may from time to time revise said schedules so far as such revision 
is consistent with those laws. 

Sec. 2. As used in this Act— 

(a) the term “Pacific Northwest” means the area within the United States 
comprising the Columbia River drainage basin, the drainage basin of 
other streams entering the Pacific Ocean between the Canadian boundary 
and the California-Oregon boundary, and closed basins wholly or partly 
within Oregon, and 

(b) the term “revenues from power operations” includes, in addition to 
income specifically from power sales from the projects names or described 
in section 3 of this Act, miscellaneous receipts derived from facilities of 
such projects the costs of which are charged to or allocated to power, and 
where only a portion of such facilities are charged to or allocated to power, 
the term includes an appropriate share of such miscellaneous receipts. 

Sec. 3. The provisions of section 1 of this Act shall apply to the Boise, 
Columbia Basin, Crooked River, Hungry Horse, and Palisades Federal reclama- 
tion projects; the Talent division of the Rogue River Basin Federal reclama- 
tion project ; the Kennewick and Roza divisions of the Yakima Federal reclama- 
tion project: unit numbered 7 of the Minidoka project powerplant; the Ameri- 
can Falls powerplant of the Minidoka Federal reclamation project; the Bonne- 
ville Power Administration transmission system; all presently authorized pro- 
jects in the Columbia Basin for which the Secretary has power marketing 
authority under the Act of August 20, 1937 (50 Stat. 731), as amended and 
supplemented, and under section 5 of the Act of December 22, 1944 (58 Stat. 
887, 890), or from which irrigation water is furnished by him under section 8 
of the latter Act, including the Albeni Falls, Bonneville, Chief Joseph, Cougar, 
Detroit-Big Cliff, Hills Creek, Ice Harbor, John Day, Lookout Point-Dexter, 
MeNary, and the Dalles developments which have already been constructed or 
are now under construction: and such other projects in the Pacific Northwest 
as may hereafter be designated by Act of Congress. 

Sec. 4. (a) The Secretary shall report annually to the President and the Con- 
gress on the status of the Pacific Northwest account and particularly on the 
amounts by which the revenues described in section 1 of this Act exceed the 
charges therein described and the amounts by which it is anticipated such 
revenues will exceed such charges. Each such report shall contain a composite 
payout schedule for all projects then covered by the Pacific Northwest account 
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showing, year by year, estimated future charges to the account, estimated future 
credits to the account, and estimated unencumbered balances in the account. 

(b) Reports to the President and the Congress on the financial feasibility of 
any project which is hereafter proposed to be authorized for construction in the 
Pacific Northwest or, in the circumstances stated in section 5 of this Act, else- 
where in the States of Washington, Oregon, Idaho, Montana, Wyoming, Utah, 
or Nevada and which involves an allocation to irrigation shall include an esti- 
mate by the Secretary of what portion, if any, of that allocation is beyond the 
probable return from project operations within fifty years, exclusive of any per- 
missible development period, and of the probable availability, without increase 
in then prevailing power rate schedules, of revenues sufficient to cover those 
costs, as shown by the reports made under subsection (a) of this section, due 
consideration being given to other commitments of such revenues, including 
charges against the account incurred or likely to be incurred by reason of vari- 
ances in the cost at which power can be produced and marketed. No such pro- 
ject the financial feasibility of which depends on assistance from the Pacific 
Northwest account shall be undertaken except upon authorization by the 
Congress. 

(c) In addition to the costs of the projects covered by section 3 of this Act 
which are properly chargeable to the Pacific Northwest account, the Secretary 
shall schedule for return from revenues to be credited to the account those pro- 
ject construction cost obligations of the water users which will become due and 
payable fifty years after the beginning of the repayment period, exclusive of 
any development, water rental, moratorium or deferment periods, on the Des- 
chutes, Owyhee, and Vale Federal reclamation projects; the Payette division of 
the Boise Federal reclamation project; the Talent division of the Rogue River 
Basin Federal reclamation project; the Hermiston and West Extension units of 
the Umatilla Federal reclamation project ; and the Kennewick, Kittitas, and Roza 
divisions of the Yakima Federal reclamation project. Such construction cost 
obligations on any of such projects, divisions, or units shall be charged to the 
account only after an amendatory contract, satisfactory in form to the Secretary 
and to the irrigation district representing the water users of the project contract 
unit involved, has been entered into restating the construction charge obligation 
to be repaid by the water users and requiring the water users to waive all claim 
to any miscellaneous revenues accruing to the project division or unit under the 
provisions of section 4, subsections I and J, of the Act of December 5, 1924, as 
amended by the Act of July 1, 1946 (48 Stat. 672, 708; 60 Stat. 348, 366; 438 
U.S.C. 501, 526), or of section 5 of the Act of May 16, 1930 (46 Stat. 367, 368; 43 
U.S.C. 424d), after the time scheduled under such amendatory contract for 
completion of repayment of the restated construction charge obligations (exclu- 
sive of any extensions by reason of the operation of variable annual installments). 

Sec. 5. Nothing contained in this Act shall be deemed to require or to fur- 
nish authority for modification of the power marketing arrangements heretofore 
set up by the Secretary; to relieve any contractor for water or power of any 
obligation which it has heretofore undertaken except as provided in section 4, 
subsection (c) of this Act; to amend or repeal any provision of law with respect 
to the payout of any project; to affect the laws relating to the appropriation of 
funds for the construction, operation, and maintenance of projects and the deposit 
of receipts in the Treasury; to require that any portion of amounts properly 
allocable to irrigation which have been declared to be nonreimbursable and non- 
returnable by or pursuant to law shall be accounted for as reimbursable or re- 
turnable; to provide for or contemplate utilization of the Pacific Northwest ac- 
count in connection with any project which, though it is within one or another 
of the States of Washington, Oregon, Idaho, Montana, Wyoming, Utah, or 
Nevada, is located outside the Pacific Northwest except in cases in which irriga- 
tion assistance is not available from another similar account or fund and in 
which assistance from the account to such project is justified in the light of con- 
tributions to the net revenues of the Federal Pacific Northwest power system 
from the State in which it is located (said contributions to be determined by 
taking into account all significant factors, including particularly both on-site 
production of energy and water supply for downstream plants): or to authorize 
the Secretary to establish rate levels for the sale of power after payout of any 
project or projects is accomplished in excess of those which he could lawfully 
establish during payout, due regard being had for changes in the costs of operat- 
ing and maintaining such project or projects. 
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U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 


Washington, D.C., January 22, 1960. 
Hon. WAYNE N. ASPINALL, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 


DEAR MR. ASPINALL: This responds to your request for the views of this De- 
partment on H.R. 3487, H.R. 3510, H.R. 3668, and H.R. 3683, identical bills “To 
provide for the establishment by the Secretary of the Interior of a Pacific North- 
west account, and for other purposes.” There are also pending before your com- 
mittee two other identical bills; namely, H.R. 4900, and H.R. 5131. 

We recommend that any one of these legislative proposals be enacted and that 
it be amended in one respect as hereinafter set forth. 

It is the aim of these proposals that uncommitted future power revenues from 
federally built and operated hydroelectric power projects located in the Pacific 
Northwest be used to assist in returning those reimbursable irrigation costs on 
reclamation projects in the region which water users are unable to repay. 

In aid of accomplishing this objective, section 1 of each bill would require 
the Secretary of the Interior to establish a Pacific Northwest account to which 
would be credited all revenues associated with the investment in power facilities 
and to which would be charged all costs associated with such investment and 
authorized financial assistance to irrigation developments. In maintaining this 
account, the Secretary would be required to schedule the payout of participating 
projects in accordance with the laws governing such projects. 

Section 2 of each bill defines the region which is intended to be included within 
the term “Pacific Northwest.” It delineates the geographical area within which 
projects shall be located for purposes of participation in the account. In addi- 
tion, section 5 makes provision for extending the area in which irrigation projects 
may benefit from the account beyond the region so defined within the States of 
Washington, Oregon, Idaho, Montana, Utah, or Nevada, in those cases where 
irrigation assistance is not available otherwise from a similar account or fund 
and the contribution of the State to the net revenues in the account would justify 
such assistance. In addition, section 2 defines the term “revenues from power 
operations” in such manner as to include all revenues associated with the Federal 
investment in power facilities, including in appropriate instances payments made 
in accordance with section 10(f) of the Federal Power Act. 

Section 3 of each bill lists the projects under construction or in existence 
from which power revenues shall be covered into the account and provides for 
the addition of such projects by specific action of the Congress. 

Section 4 of each bill would require the Secretary to make annual reports 
to the President and the Congress on the status of the account, on the amounts 
by which revenues credited to the account exceed charges, and on the amounts 
by which it is anticipated future credits will exceed future charges. These re- 
ports would be based upon a summation of the individual payout schedules for 
all projects covered by the account showing year by year figures. 

Provision is also included to require specific approval of the Congress before 
any project involving irrigation is undertaken which will require financial as- 
sistance from the account. The planning report made to the President and 
the Congress on any such project, which would have to meet all the normal 
tests of feasibility, benefit-cost ratios, and ability to meet operating costs, would 
have to include an estimate of the portion of the irrigation allocation which is 
beyond the probable return from project operations other than power revenues 
within a 50-year period, exclusive of any permissible development period, and 
an estimate of the availability of revenues in the account to cover such costs. 

Section 4, in addition, sets forth the conditions under which existing irriga- 
tion projects in the Pacific Northwest, which are specifically named and which 
now are under contract for project repayment, may receive assistance from the 
account for repayment of irrigation costs which are beyond the ability of wa- 
ter users to repay within 50 years, exclusive of any development period. 

Section 5 of each bill would specifically require that existing power market- 
ing arrangements and contracts with respect to project water shall not be modi- 
fied because of or as a result of this proposal, except to the extent that section 
4(c) makes provision for making available to existing irrigation projects as- 
sistance from the account; that the laws regarding the appropritaion of funds, 
the construction, operation and maintenance of projects, and the deposit of 
receipts in the Treasury shall remain unaffected ; that the nonreimbursability and 
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nonreturnability of amounts allocated to irrigation by or pursuant to other laws 
shall not be changed by enactment of the measure; and that the establishment 
of the account should not be construed to authorize setting power rate levels 
after the payout of any project or projects in excess of those levels the Secretary 
could establish lawfully during payout, due consideration being given to changes 
in project operation and maintenance costs. 

Since the inception of the Federal reclamation program, the various applicable 
enactments of the Congress have consistently required that the costs of reclama- 
tion developments which are allocated to irrigation must be repaid. As irriga- 
tion projects grew more complex and costly, it became increasingly difficult and 
in many instances impossible for the irrigation water users to repay those costs 
within prescribed repayment periods. Therefore, the Congress repeatedly—to 
an extent sufficient to establish as firm Federal policy—provided for the use of 
surplus revenues derived from Federal power facilities both directly and in- 
directly associated with reclamation projects to assist in the return of their 
irrigation costs. Under this financing procedure, the presence of associated 
power potential has been a controlling consideration in determining the economic 
feasibility of numerous reclamation projects. Not all potential irrigation pro- 
jects, however, were so located geographically as to have power facilities direct- 
ly or reasonably related to the projects’ operations. 

This led to the concept of the basin account, with the underlying theory that 
there is justification for giving consideration to the interrelationship of com- 
plex water resources developments on a river basin or regional basis. This 
concept was put in practice in connection with the construction and development 
of the Central Valley project, the Missouri River Basin project, and, more 
recently, the upper Colorado River storage project. In our opinion, the Pacifie 
Northwest is as ideally suited to application of this concept as any other region 
of the West because of the abundance of water and land suited to irrigation 
development, the need for financial assistance to fully develop the irrigation 
potential, and the potential availability of considerable surplus power revenues. 
In these circumstances equity in treating reclamation in the Pacific Northwest 
strongly argues for application of the basin account concept. 

If the pending legislation is enacted, it would make available for irrigation 
assistance that component of the power revenues used for amortization of the 
power investment after that power investment has been repaid. It would not 
affect existing power operations and if the proposal is adopted, we would con- 
tinue to operate reclamation projects and the power systems in the region as 
we presently do. Determination of the amount of financial assistance potential- 
ly available would be based upon the scheduling annually of the payout of each 
separate power project in the account and then taking into account financial 
assistance to irrigation heretofore authorized. The Bonneville Power Admini- 
stration would continue to be the marketing agent for the Columbia River power 
system and the Bureau of Reclamation would continue to be the marketing agent 
for power generated in the Upped Snake River Basin. 

Under existing law, financial assistance amounting to slightly more than 
$500 million has been authorized already in the Pacific Northwest. Most of 
this assistance, or roughly about $475 million, is associated wtih the Columbia 
River Basin project in the State of Washington. Other projects for which 
financial assistance from power revenues has already been authorized include 
Chief Joseph Dam, Spokane Valley, and Yakima projects in Washington; Pali- 
sades, Michaud Flats, and Boise projects in Idaho: and the Rogue River Basin 
and Crooked River projects in Oregon. 

If all the existing Federal reclamation projects listed in section 4(c) of the 
bills are provided assistance pursuant to new repayment arrangements made 
in accordance with the requirements of that section, the total amount of such 
assistance would be in the order of $34 million. 

It is difficult to predict how much additional financial assistance will be re- 
quired in connection with the future development of irrigation projects. In 
any event, there will be an exercise of congressional control in this respect since 
new projects will require specific statutory authorization. 

After taking into account current payout requirements, including presently 
authorized assistance to irrigation development, those power projects listed in 
the bills for participation in the account will provide uncommitted power reve- 
nues by the year 2030 that will aggregate in excess of $1 billion and will be 
available for financial assistance to irrigation development. Thereafter addi- 
tional uncommitted revenues will accrue at the rate of about $50 million per 
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year. In addition, any additional Federal power projects which might be au- 
thorized for construction and participation in the Pacific Northwest account 
would also contribute additional revenues after they had met their amortiza- 
tion requirements. While the authorization of additional power projects to par- 
ticipate in the account would, no doubt, increase the amounts of funds ultimately 
available for irrigation assistance, the operation of the account would not be 
dependent upon the authorization and construction of any additional power 
projects. 

In summary, the following observations with respect to the pending legislative 
proposals should be noted particularly : 

1. They would permit an orderly program of planning worthwhile reclama- 
tion projects in the Pacific Northwest region on the basis of engineering and 
economic feasibility and local and area needs, without regard to the possible 
development of power in connection with any individual project proposal. 

2. They would not authorize the construction of any additional irrigation 
or power projects and any such projects could participate in the account only 
upon specific action of the Congress. 

3. They would not furnish any basis for a change in power rate levels estab- 
lished for power marketed from power projects which participate in the account. 

4. The account would be for record purposes only. It would not be a mone- 
tary or fund account established in the Treasury Department and it would not 
change the procedure of obtaining funds by the normal appropriation process. 

We recommend one substantive amendment for your consideration; namely, 
that the words “where and as provided by law” appearing at the end of the 
second full sentence of section 1 be deleted and that in lieu thereof there be 
inserted the words “in accordance with law.” The adoption of this amend- 
ment will assure that the computation of interest on the Federal power invest- 
ment for purposes of the account will conform with the longtime practice of com- 
puting interest in the return of power costs in both the Columbia River power 
system and in the upper Snake River power system. 

Since we are informed that there is a particular urgency for the submission 
of the views of the Department, this report has not been cleared through the 
Bureau of the Budget and, therefore, no commitment can be made concerning 
the relationship of the views expressed herein to the program of the President. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Seerctary of the Interior. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., February 5, 1960. 
Hon. WAYNE N. ASPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 


My Dear Mr. CHAIRMAN: This is in reply to your request of January 26, 1960, 
for the views of the Bureau of the Budget on H.R. 3683, to provide for the 
establishment by the Secretary of the Interior of a Pacific Northwest account, 
and for other purposes. 

The principal purpose of the bill appears to be to facilitate the use of so-called 
“surplus power revenues” from Federal hydroelectric projects in the Pacific 
Northwest to assist in returning irrigation costs on reclamation projects which 
water users are unable to pay. The Secretary of the Interior would be required 
to establish a Pacific Northwest account in which revenues and charges would 
be appropriately reflected and he would report annually to the President and 
the Congress on the status of the account. These reports would show the 
amount of surplus power revenues potentially available for additional financial 
assistance to irrigation. 

Under the bill, reports to the Congress on the financial feasibility of any 
reclamation project proposed to be authorized for construction in the Pacific 
Northwest would include an estimate by the Secretary of the Interior of that 
portion of the costs allocated to irrigation beyond the probable return from 
project operations within 50 years and of the probable availability of surplus 
power revenues to repay those costs. Use of surplus power revenues to repay 


such costs in the case of future irrigation projects would have to be authorized 
by act of Congress. 
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The Department of the Interior estimates that as much as $1 billion of surplus 
power revenues for additional assistance to irrigation would be accumulated by 
the year 2030 from Federal hydroelectric projects existing or under construction 
in the Pacific Northwest. 

We recognize that the Congress has in the past authorized the use of surplus 
power revenues to assist in the return of irrigation costs of projects associated 
with specific power facilities. We also recognize that the basin account concept 
under which surplus power revenues from a number of projects in a basin are 
applied to the return of capital costs of reclamation developments within the 
same area has been put in practice elsewhere. Before this concept is extended 
to the Pacific Northwest, however, we believe that careful consideration should 
be given to several important questions. 

First, it should be recognized that any charge for power above that necessary 
to repay power capital and operating costs constitutes an assessment on power 
users. Under these circumstances, we believe the Committee on Interior and 
Insular Affairs will wish to assure itself, before recommending enactment of the 
bill, that the people of the Pacific Northwest are willing as power users to subsi- 
dize irrigation developments which the benefiting water users cannot repay. The 
committee may also wish to consider whether the power users would be willing 
to pay rates sufficient to cover power costs and irrigation assistance concurrently. 

Second, no estimate is available of the amount of additional financial assist- 
ance which may be required in connection with future irrigation projects in the 

*acific Northwest. Also, there is no assurance, particularly in view of possible 

technological changes, that power revenues in the distant future can be ac- 
curately predicted. (In this connection, it should be noted that the Bonneville 
Power Administration, which presently markets the power from most existing 
Federal projects in the area, has reported an annual deficit of about $9.7 million 
for fiscal year 1959.) Since there is no limitation on the number of projects 
which may be considered and no limitation on the amount of assistance which 
could be provided for each individual project, we recommend that, in addition 
to reports of financial feasibility, the bill specifically provide that each proposed 
irrigation project must meet established standards of economic feasibility. 
We also suggest that consideration be given to a reasonable minimum require- 
ment for repayment of irrigation costs by water users. 

Third, the bill would provide for the Secretary of the Interior to enter into 
amendatory contracts extending the benefits of this account to 10 existing 
reclamation projects, without further review by the President or the Congress. 
The estimated amount of additional assistance for these projects is about $34 
million. We are aware of no reason or need to change, through this legislation, 
the presently existing repayment arrangements for these projects. We believe 
this provision would establish an undesirable precedent and strongly urge that 
it be deleted. 

Fourth, the provision of the bill would permit, under certain conditions, 
utilization of surplus power revenues in connection with proposed irrigation 
projects outside the Pacific Northwest appears to be questionable. We see no 
basis for extending these benefits into areas which are remote from and not 
directly related to the Pacific Northwest, as defined by the bill, and which are 
largely already covered by other basin accounts. It is recommended that the 
bill be amended to limit assistance to projects in the Pacific Northwest as defined 
in the bill. 

If amended in accordance with the above recommendations, the Bureau of the 
Budget would not object to the enactment of H.R. 36838. 

Sincerely yours, 
ELMER B. STAATS, 
Acting Director. 


DEPARTMENT OF THE ARMY, 
Washington, D.C., February 24, 1960. 
Hon. WAYNE N. ASPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
ITouse of Representatives. 

DEAR Mr. CHAIRMAN: Reference is made to your request for the views of the 
Department of the Army with respect to H.R. 3487, H.R. 3510, H.R. 3668, and 
H.R. 3683, 86th Congress, bills to provide for the establishment by the Secretary 
of the Interior of a Pacific Northwest account, and for other purposes. 

These bills would establish policies and procedures under which revenues de- 
rived from the sale of power from Federal water resource development projects 
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in the Pacific Northwest could be applied to the repayment of the cost of irrigation 
developments in that region. Many of the projects from which the power revenues 
would be obtained have been constructed and are operated by the Corps of En- 
gineers, U.S. Army. 

Revenues from power sales in the Pacific Northwest in 1958 alone amounted to 
over $60 million, and may be expected to increase in the future. Although most 
of these revenues are now returned to the Treasury in repayment of the power in- 
vestment and power operating costs, a substantial part of the total could become 
available for other purposes as the power investments are paid out. The disposi- 
tion of surplus funds not only from the Pacific Northwest but also from other ba- 
sins in the best interests of the Nation and the regions involved is an important 
policy question concerning the Nation’s water-resources program as well as 
its financial policy. Hence, it is suggested that full consideration be given to 
other alternatives such as returning these excess revenues to the Treasury as mis- 
cellaneous receipts for the use of Congress under normal appropriation proce- 
dures. If a Pacific Northwest account is established, the Department of the Army 
would favor the use of surplus funds for all water-resources purposes rather than 
for irrigation only. In addition, the following changes are recommended (the 
line references are, for convenience, to H.R. 3487) : 

(a@) Page 2, line 11, delete “, where and as provided by law.” 

(b) Page 2, line 11, after “allocations”, and “: Provided, That the irriga- 
tion costs to be repaid from net power revenues shall be limited to such costs 
which are beyond the ability of the water users to repay.” 

(c) Page 2, line 25, change the period to a colon and add “Provided, That 
such schedules and revisions of schedules shall be consistent with the alloca- 
tions of cost to all purposes served by a project as determined by the con- 
struction agency in consultation with other Federal agencies involved in the 
repayment arrangements.” 

(d) Page 7, line 22, substitute “by” for “‘in the light of”. 

As indicated above, the Department of the Army does not recommend enact- 
ment of this legislation in its present form. 

The Bureau of the Budget advised that there would be no objection to the sub- 
mission of a similar report on a companion bill, 8. 1388. 

Sincerely yours, 
WILBER M. BRUCKER, 
Secretary of the Army. 


Mr. Rogers. We have quite a few witnesses to appear today, and in 
an effort to try to coordinate the situation so that those from out of 
town can have the opportunity to testify and not be held up, we have 
placed the out-of-town, or the area, witnesses before the Department 
of the Interior witnesses. 

Now, the first witnesses to be heard will be the authors of the bills 
themselves, and the Chair, at this time, recognizes the Honorable 
Gracie Pfost of Idaho. Mrs. Pfost? 


STATEMENT OF HON. GRACIE PFOST, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF IDAHO 


Mrs. Prost. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I have introduced 
this legislation to establish a Pacific Northwest account along with 
several of my colleagues from the Columbia Basin States after many 
years of study and negotiations among the States and Federal agen- 
cies involved. In my opinion its enactment is necessary if irriga 
tion development in the Northwest is to go forward in an orderly 
manner. 

The principal purpose of this legislation is to permit financial as- 
sistance from net power revenues of Federal hydroelectric projects in 
the Pacific Northwest and in the development of irrigation poten- 
tials of that area. It would also provide for orderly marketing of 
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the commercial power output of said Federal hydroelectric projects. 
The legislation would not modify any existing power-marketing ar- 
rangements or amend any provisions of law with respect to — 
of projects. It would not authorize any new F ederal projects, - 
it specifically requires separate congressional authorization for each 
irrigation project hereafter proposed which requires assistance from 
the account. EO), ae ai 

Enactment of this legislation would give to potential irrigation de- 
velopments in the Pacific Northwest benefits comparable to those 
presently enjoyed by irrigation projects in the Missouri Basin, the 
Upper Colorado River Basin, and the Central Valley of California. 

At the present time, the Interior power-marketing activities in the 
area are handled in part by the Bonneville Power Administration and 
in part by the Bureau of Reclamation, while some of the projects are 
under the jurisdiction of the Corps of Engineers and others are under 
the jurisdiction of the Bureau of Reclamation. Financial assistance 
is now available to some irrigation developments in the Pacific North- 
west but not to others. Multiple-purpose projects in the area, such as 
the Columbia Basin project, which involve irrigation as well as power, 
have gone forward by making use of surplus power revenues to re- 
turn the costs of irrigation which water users could not repay. How- 
ever, there are numerous additional meritorious and economically 
justified irrigation projects that are not financially feasible because 
they cannot fully repay their costs and they have no related power 
development from which to draw financial assistance. A few projects, 
such as the Foster Creek development in Washington and the Crooked 
River project in Oregon, have gone forward under special legislation 
which permits them to draw financial assistance from specific power 
developments which are actually unrelated. 

This procedure seems to me to be a piecemeal approach to this prob- 
lem and, if continued, could result in a confused financial situation. 
In 1956 when this committee approved legislation authorizing the use 
of surplus power revenues from The Dalles powerplant to assist in 
the repayment of the Crooked River project in Oregon, its report in- 
cluded this language : 

While it would be preferable to account for needed irrigation assistance for 
new projects in the Pacific Northwest by looking to the Federal power system 
in that area as a whole rather than to individual powerplants, the lack of author- 
ity for such basinwide accounting makes the procedure proposed in this legisla- 
tion necessary. 

Enactment of this legislation would provide the authority this com- 
mittee thought needed at that time. 

Another great advantage which the approach taken in H.R. 3683 
will have over the present one is this: it will give all of us in Con- 
gress a regular, systematic, overall look at the finances of the Federal 
power program in the Northwest regardless of what or how many 
agencies are administering it. We will have one document that we 
ean all look at and know how we are faring and where we are going. 

Under the legislation, there would be credited each year to the 
account all revenues derived from power operations of projects pres- 
ently existing and under construction in the Pacific Northwest. There 
would be charged to the account each year the operation and mainte- 
nance costs in connection with the power operations plus amounts 
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for the scheduled return (1) of the capital costs of those projects 
allocated to power, (2) the irrigation capital costs of those projects 
assigned to be returned from power revenues, and (3) interest on the 
unamortized balances of the commercial power Gaeostisies, as provided 
by law. Amounts remaining in the account after meeting the charges 
just mentioned would be available to assist certain existing irrigation 
projects set out in the legislation and irrigation projects authorized 
in the future. Each project receiving financial assistance would be 
required to repay up to the ability of the water users for a period of 
50 years. 

The Department estimates that the power developments existing 
and under construction a provide over $1 billion in uncommitted 
power revenues by the year 2030, that would be available under the 
terms of this legislation ei assist. irrigation developments and about 
$50 million per year after that date. If additional power develop- 
ments are authorized and constructed, the revenues available would, 
of course, be more. 

This legislation has the approval of the Department of the Interior. 
Representatives from the four Columbia Basin States primarily in- 
volved are scheduled to testify in favor of it. After hearing the testi- 
mony, I know you will be impressed with the need for this legislation. 
I hope the committee will approve it and that it will be enacted in 
order to stimulate irrigation development in my State of Idaho and 
the other States of the Pacific Northwest and thereby further 
strengthen the economy of that area and the Nation. 

Mr. Rogers. The next witness is Mr. Al Ullman of Oregon. 


STATEMENT OF HON. AL ULLMAN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OREGON 


Mr. Uxtieman. Thank you, Mr. Chairman. I want to express my 
appreciation to you for holding hearings so early in this session. This 
is a very important piece of legisl: ition to our part of the country, and 
this is certainly evidenced by the number of witnesses who have come 
here from Oregon and Washington and Idaho and Montana. 1 am 
very anxious to go forward with the hearings so that we can hear 
what they have to say about the project, so I would ask that my state- 
ment be printed in full at this point in the record. 

I would also like to welcome the three gentlemen from my con- 
gressional district ; one is L. E. Coles, president of the National Recla- 
mation Association, and Carlos C. Randolph, north unit irrigation 
project, Madras, and Paul L. House of the Owyhee project, Nyssa. 
All are experts in this important field of water development, and I 
feel they will make very excellent witnesses before this committee. 

Mr. Rocers. Without objection, your statement will be included in 
the record at this point. 

(Statement referred to follows :) 


STATEMENT OF HON. AL ULLMAN 


Irrigation and reclamation projects comprise an important aspect of sound 
multiple-purpose development. The principle of utilizing surplus power revenues 
to assist in such projects is not a new one. In the case of the most important 
existing project in the Columbia Basin, Grand Coulee, these surplus revenues 
from a specific project have been utilized to assist in carrying out related recla- 
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mation projects. In the more recent case of the Crooked River project, assist- 
ance to reclamation is to be furnished by power revenues from a separate multi- 
ple-purpose project, The Dalles Dam. Outside the Pacific Northwest in both the 
Upper Colorado River and the Missouri Basins, the use of a basin account sys- 
tem has made possible the assistance to reclamation projects from surplus power 
revenues. We have before us today a proposal to extend this basinwide approach 
to the Pacific Northwest. 

The bill provides for the establishment of a basin account to which power 
revenues from projects included in the account will be credited and to which 
will be charged the operation and maintenance costs incurred by these projects. 
It provides for the preparation of schedules designed to accomplish the payout 
of each project according to law. Section 2 defines the terms “Pacific North- 
west” and “revenues from power operations.” Section 3 defines which projects 
shall be included in the basin account. Section 4 provides for annual reports 
on the account and indicates the way in which future feasibility reports on 
reclamation projects shall include estimates based on the status of the account. 

Subsection (c) of section 4 provides for the inclusion in the account of certain 
previously authorized reclamation projects which currently include payout 
periods of more than 50 years, The final section spells out the limiting pro- 
visions included in the bill. 

The intent and purpose of the bill is to allow the use of surplus revenues from 
power—that is, those accruing after a power project has completed its payout— 
to assist in making financially feasible needed irrigation projects in which the 
ability of water users to pay would not be sufficient to cover the allocated 
irrigation costs in a 50-year payout period. It is to allow the reinvestment in the 
Columbia Basin of a part of the gain from one aspect of multiple-purpose develop- 
ment to assist in another aspect of that same program of multiple-purpose de- 
velopment. This is a complicated matter and the bill is not a simple one. I 
naturally expect, and in fact urge, the committee to analyze the language care- 
fully to make certain that all the provisions of the bill are consistent with that 
aim and with our established reclamation and power policies. 


The next witness is Mr. LeRoy Anderson of Montana. 


STATEMENT OF HON. LEROY H. ANDERSON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MONTANA 


Mr. Anperson. Thank you, Mr. Chairman. 

May I first thank you for holding hearings at this early date on a 
bill which is exceedingly important to Montana? May I point out that 
a great deal of water to ‘be dealt with or iginates in Montana and we are 
very much interested in both the power and the reclamation aspects of 
this bill. 

In the interest of hearing more from the out-of-town witnesses, I 
would ask my statement be printed at this point im full in the record. 

I would like to take this opportunity to weleome my friend and 
neighbor from Choteau, Mont., Dick Fabrick, who is representing 
Montana. I will tell you, Mr. Chairman, he is one of the outstanding 
citizens of Montana in the thorough understanding of the water re- 
sources of our State. I commend to you the testimony he will give 
later this morning. 

Mr. Rogers. Thank you. 

Without objection, your statement will be included in the record at 
this point. 

(Statement referred to follows:) 


STATEMENT OF Hon. LeRoy H. ANDERSON 


The Continental Divide separates Montana into two parts—western Montana, 
whose drainage is to the Pacific; and eastern Montana, which lies in the great 
Missouri Valley drainage area. Incidentally, we also have a small area which 
drains north into the Hudson Bay, so that there is a triple divide point in the 
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northwest corner of my district. We in Montana are pleased to see progress 
made toward establishing a Pacific Northwest power account which may provide 
for use of power revenues in the Columbia Basis in accordance with the princi- 
ples that are working out so well in the Missouri Basin account. 

Hungry Horse Dam is already making a large contribution to the power pro 
duction of the Northwest, and there will be much more development of Montana 
water potential in the years ahead. 

It is a fact that the Columbia Basin drainage which lies in Montana makes a 
tremendous contribution to the power resources of that area, but Montana does 
not benefit proportionately therefrom; first, because its industrial development 
is not sufficiently advanced to provide a market for its proportionate part of 
the power developed ; second, because the rugged mountainous part of Montana 
which lies in the Columbia Basin does not offer a very rewarding situs for exten- 
sive reclamation. projects. 

I would like, therefore, to emphasize the importance to Montana of the pro- 
vision which permits Montana, and certain other States, to participate in the 
proposed fund on a statewide basis. 

I would like to make two points in connection with the claim of some power 
users that the funds proposed in this legislation to be set aside for reclamation 
purposes should actually be used for reducing the level of power rates or subsi- 
dizing future power development. 

First, such a view presumes that the value and potential of all the water fall- 
ing in the basin belongs to the power users, exclusively. This is hardly an 
equitable viewpoint. While the legislation will not act to raise the costs of 
power, it does recognize that reclamation projects should have a part of the 
benefits developed in the utilization of falling water in the basin. 

Second, such a view is in contradiction to the historic views of Congress as 
expressed in many previous arrangements, some going back to 1906 
ance to reclamation projects from power revenues. 

Mr. Chairman, I support the proposed legislation. 


Mr. Rogers. We have with us this morning another author of one 


of the bills, a member of the House, the Honorable Lee Metcalf. Mr. 
Metcalf, you are recognized at this time. 


, for assist- 


STATEMENT OF HON. LEE METCALF, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MONTANA 


Mr. Mercatr. Thank you, Mr. Chairman. 

I, too, appreciate this opportunity to come back to the committee 
and appear in support of this legislation. Along with three members 
of the subcommittee and other Members of the House, I have co- 
sponsored this bill and support it. 

As a Representative from which a great deal of the water originates 
and for which very little irrigation “and reclamation benefit can ac- 
crue, I am pleased to support this legislation for the benefit of the 
entire Pacific Northwest, and especially the State of Montana. 

I, too, weleome Mr. D. P. Fabrick, the representative from the 
Montana Water Conserv: ation Board, who is well qualified and author- 
ized to speak for Montana. 

In the interest of hearing the out-of-state witnesses, I request leave 
to file my statement for the record. 

Mr. Rogers. Without objection, it is so ordered. 

Mr. Mercatr. Thank you. 

(Statement referred to follows :) 


STATEMENT OF Hon. LEE METCALF 


Mr. Chairman, I appreciate this opportunity to appear before this subcom- 
mittee in support of bills to establish a Pacific Northwest account. 

As you know, in my H.R. 3668 I am cosponsoring legislation by five of our 
colleagues, including three members of this subcommittee. Among them are the 
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gentleman from Oregon (Mr. Ullman), the lady from Idaho (Mrs. Pfost), the 
gentleman from Montana (Mr. Anderson), the gentleman from Oregon (Mr. 
Porter) and the lady from Washington (Mrs. May). 

In the other body, this bill is S. 1388, principally sponsored by the senior 
Senator from Montana, Senator Murray, and cosponsored by Mr. Mansfield of 
Montana, Mr. Bible and Mr. Cannon of Nevada, Mr. Church of Idaho, Mr. MeGee 
and Mr. O’Mahoney of Wyoming, Mr. Morse and Mr. Neuberger of Oregon, and 
Mr. Moss of Utah. Senators Murray and Mansfield have gone over this statement 
and have asked me to associate them with my remarks. 

As you realize, hydroelectric power from Federal multipurpose projects has 
been a paying partner to aid irrigation development since 1906, when Congress 
first gave its approval to this method of financing. ‘Congress has applied the 
principle in the Missouri River Basin project, the Upper Colorado River Basin 
project and the Central Valley project in California. 

Reclamation law gives the irrigation farmer 40 years after the initial 10- 
year development period to repay his obligation. 

In the intervening years, we have built the projects which can repay this obli- 
gation within that time limit. Without exception, these projects are away ahead 
of their repayment schedule. Each year they return a substantial surplus to the 
taxpayer-investors who own them. It is obvious that future, more expensive, 
multipurpose developments are going to need additional help. That is the pur- 
pose of these bills. 

They would authorize use of net power revenues from Federal multipurpose 
projects in the Columbia River Basin to help farmers repay the cost of irriga- 
tion projects beyond the ability of these farmers to repay within 50 years. 
In brief, they would authorize investment of the surplus from existing projects 
in future development. 

Each year, the Secretary of the Interior would report to the Congress on the 
amount by which revenues from existing projects in the basin exceeded the 
charges against them That surplus would be available, upon congressional 
authorization, to help repay costs of other projects beyond the ability of the 
water users to repay within 50 years. 

Reclamation interests in the Columbia Basin States have been working for 
years on the problem that would be solved by this legislation. Representatives 
of these States have formed an association on behalf of this legislation. They 
have had the services of some of the best water lawyers in the West. They 
have consulted with the staffs of the Interior and Insular Affairs Committees 
of both the House of Representatives and the other body and with officials 
of the Bureau of Reclamation and the Department of the Interior. 

Many of these representatives of the Columbia Basin States, here for the 
National Reclamation Association Convention, are waiting to testify. Among 
them is Mr. D. P. Fabrick of the Montana State Water Conservation Board. 
I am glad that the two departmental reports submitted are favorable and hope 
that the Bureau of the Budget will also report favorably. 

I join the other sponsors of this legislation in urging your favorable considera- 
tion of bills which we feel are vital to the economy and the security of the 
Pacific Northwest and the Nation. 


Mr. Rocers. Mr. Metcalf, it is nice to have you back here, where we 
feel you have belonged all the time. 

Mr. Merca.r. It is always good to return to this committee. 

Mr. Rogers. It is good to have you before this committee. 

Mr. Mercatr. Thank you. 

Mr. Rocers. The next witness is Mrs. Catherine May, of Washing- 
ton. Mrs. May is recognized. 


STATEMENT OF HON. CATHERINE MAY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON 


Mrs. May. Mr. Chairman and members of the committee, I join 
in offering my thanks for the opportunity to appear, and also, as 
Congressman Ullman has said, for your consideration in giving this 
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bill an early hearing because we in the Northwest feel it is such a 
vital one. 


I appear today as one of the authors of the bill, and in its sup- 
port, because I represent a district which has some of the most 
successful examples of irrigated agriculture in the United States, 
and one of the greatest potentials for future irrigation. 

The gentlemen that are coming from my State to testify in its be- 
half have been in on the pioneer ‘dev elopment of irrigation and know 
as much about it as anyone and have given a great de: il of their time to 
the development of irrigation and reclamation in the State of Wash- 
ington. I would prefer you hear from Gale Sterling and Lorin W. 
Markham, and I will confine any statement to those remarks, and 
ask permission to put the full statement in the record. 

Mr. Rogers. Without objection, it is so ordered. 

(Statement referred to follows :) 


STATEMENT BY REPRESENTATIVE CATHERINE MAy 


Mr. Chairman and members of the committee, agriculture is one of the major 
basic industries in my State, and practically all of it, except for the dryland 
production of wheat, depends upon irrigation. My State and district include 
some of the most successful examples of irrigated agriculture in the United 
States. We are most famous for the production of fruits, including particularly 
apples, pears, peaches, cherries, and plums. Although it has not attracted so 
much attention, Washington also has much general farming, including the pro- 
duction of field corn, alfalfa, hay, pasture, and other feed crops for livestock. 

There are many opportunities for additional irrigation development in my 
district and State. We have abundant resources in the form of land and water. 
The discharge of the Columbia River is greater than any other river in the 
Western States. We have vast acreages of good, potentially productive land 
that are used only for grazing, or for the production of wheat under a summer 
fallow system. If these land and water resources can be combined they will 
contribute much to the economy of our State, and even to that of the entire 
United States. With the prospective increases in population that are facing this 
country, the time will come when we shall be glad to have the additional pro- 
duction from such lands. This is particularly true with respect to the fruits 
and the livestock and livestock products which can be produced from new irri- 
gated acres. 

Unfortunately, much of the potentially irrigable land is either a long distance 
away or several hundred feet above a potential water supply. The irrigation 
works required to serve such lands, although amply justified by the benefits 
that would result, are relatively expensive and the water users cannot return 
the construction costs under terms of existing law. If this development is 
to go forward, some means must be found to assist the water users in the re- 
payment of the construction costs. In recognition of this need I have introduced 
H.R. 3487, which will provide financial assistance to irrigation from unassigned 
power revenues. 

I understand that the principle embodied in the bills under consideration is 
not new. The use of power revenues to assist in the return of the irrigation 
costs has been authorized numerous times under reclamation law. The use 
of such revenues has already been very helpful in my State in the case of the 
Columbia Basin and Yakima projects. The enactment of this legislation would 
broaden this principle and permit the use of such revenues from Federal 
projects within the Pacific Northwest at any point within the region. There 
are several projects within my district (which have already been studied in 
some detail) that will require some assistance in the return of the irrigation 
costs if they are to be constructed. These include particularly the Dayton, 
the Milton-Freewater, Eureka Flats, and the enlargement of Bumping Lake 
which will provide supplemental storage for the entire Yakima project and 
enhanced flood control and fish and wildlife values. 

Legislation has been enacted which permits the use of such power revenues 
to aid irrigation in the Missouri Basin, the Upper Colorado River Basin, and 
in the Central Valley of Colorado. It is only equitable that the Columbia Basin 
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and its tremendous water supplies, its extensive Federal power development, 


and its vast area of potentially irrigable land, should be accorded the benefits 
of such legislation as have been other major river basins of the West. 


WASHINGTON STATE FARM BUREAU, 
Cowiche, Wash., January 20, 1960. 
Hon. CATHERINE May, 
House of Representatives, Washington, D.C. 

DEAR CATHERINE: Our mutual friend, State Representative Cecil Clark, in- 
forms me that he plans to be in Washington, D.C., on January 25 to attend a 
hearing on one of your bills relating to Northwest account or basin account 
legislation. Inasmuch as Washington State Farm Bureau has specific interest 
in this subject, Cecil and I believe that a statement from me relative to this 
matter might be in order. 

The following resolution was adopted by the voting delegates at the 1959 
annual meeting of Washington State Farm Bureau held at the new Washington 
Hotel in Seattle on November 18-20, 1959, and was sent as a recommendation 
to the American Farm Bureau Federation annual meeting held in Chicago on 
December 14-17, 1959, under the title of “Basin Account Legislation” : 

“Net power revenues from federally constructed power projects are tradi- 
tionally a paying partner in Federal reclamation development. The legislative 
and executive branches of the Federal Government have, time and again, ap- 
proved the use of net power revenues in the payment of irrigation development 
costs which are beyond the ability of the landowner to repay with a 50-year 
payout period: Therefore be it 

“Resolved, That the Washington State Farm Bureau urge the establishment 
of an all-inclusive basin account for the Columbia River basin drainage area, 
and be it further 

“Resolved, That the provisions contained in bills introduced in the first session 
of the 86th Congress (H.R. 3487 and 8S. 1388), providing for the establishment 
of a Pacific Northwest account, embody principles endorsed by the Washington 
State Farm Bureau in that they provide: 

“1. All Federal power revenues are to be returned to the U.S. Treasury. 

“2. No allocation from such power revenues for irrigation development 
can be made except by authorization from Congress. 

“3. The use of such revenues, after authorization from Congress, does 
not jeopardize local control of the irrigation or reclamation project assisted. 

“4. Existing Federal irrigation projects within the Columbia River basin 
drainage area, with a construction payment period of more than 59 years, 
shall have the Federal construction obligation remaining after 50 years 
payout period assumed by net power revenues.” 

The following statement became a part of 1960 American Farm Bureau Fed- 
eration policy by vote of the delegate body at Chicago on December 17, 1959, 
as a part of its resolution on water policy : 

“We favor the general principle that revenues from related projects in a 
watershed basin should be paid into a basin account to further (promote) 
maximum development of land and water resources in the watershed. This 
procedure should not be abused by the inclusion of uneconomic projects.” 

The complete statement on water policy is found on pages 32 and 33 of “Farm 
Bureau Policies for 1960.” Inasmuch as this policy supercedes State Farm 
Bureau recommemilations, the second of the above quoted statements is our 
official position. However, I believe our Washington State Farm Bureau recom- 
mendation is completely in agreement with the official position, and serves only 
as amplification of it. The four points mentioned in the recommendation should 
be given special attention, and it is my understanding that they are embodied 
in H.R. 3487 and S. 1388. If not, we hope they can be included in proposed 
legislation. 

Since Mr. Clark has asked for a statement from me, I shall send copies of 
this letter to him as fulfilling that request. I trust that this legislation will 
receive favorable consideration. 

Sincerely, 
Heser C. THompson, President. 
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Mr. Asprnatu. I ask unanimous consent that our colleague, Mr. 
Porter of Oregon, be permitted to file his statement in the record at 
this point. 

Mr. Rogers. Without objection, it is so ordered. 

(Statement referred to follows:) 


STATEMENT OF Hon. CHARLES O. PORTER 


The largest concentration of potential waterpower wholly within the United 
States and one of the more valuable concentrations in the world is in the 
Pacific Northwest. To date, a considerable portion of the hydropower resources 
has been developed and the Federal Government has played a leading role in 
this development. The availability of relatively cheap power has been a con- 
siderable stimulus to the economic development of the Pacific Northwest in 
the past 20 years, and will so continue in the future. 

Of equal importance to the economy of this region is irrigation. Millions of 
acres are yearly receiving water from both private and Federal developments, 
and millions of acres remain yet to be furnished a full or supplemental water 
supply. No other major area of the West is as abundantly endowed with water 
resources as the Pacific Northwest. Expansion of irrigation is of vital im- 
portance to the future economic development of the region. 

The cheaper projects have already been developed. Here, as in most of the 
other areas of the West, future irrigation expansion depends on a source of 
financial assistance to aid in repayment of costs allocated to irrigation which 
are beyond the repayment ability of the irrigators within a period of 50 years. 
In other major areas of the West, such as the Missouri River and Upper Colorado 
River Basins and the Central Valley Basin of California, basin accounts have 
been established to provide, on a basinwide basis, financial assistance to irriga- 
tion from surplus power revenues of Federal projects. 

The bills, currently before the committee, would provide for the establish- 
ment of such an accounting procedure for the Public Northwest. While the 
principle of power aid to irrigation has been applied in the area pursuant to 

congressional authorization on a project by project basis, unlike other areas of 

the West, the principle has not been approved on an areawide basis. Consider- 
ing the abundance of land and water resources in the area, together with 
the scope of Federal power development and the associated potential magnitude 
of surplus power revenues, the Pacific Northwest is ideally suited to the basin 
account concept. 

The Fourth Congressional District of Oregon, which I have the honor to 
represent, has abundant land and water resources. Climatic conditions require 
irrigation to realize the full agricultural potential. However, like the Talent 
Division of the Federal Rogue River Basin reclamation project, which is cur- 
rently under construction, surplus power revenues are needed to aid in renay- 
ment of costs allocated to irrigation. The public law which authorized the 
Talent Division permits the use of power revenues from the Green Springs 
powerplant of that division to aid irrigation repayment. Other potential irri- 
gation developments in the Rogue River Basin and other basins in the Fourth 
Congressional District are not associated with present or potential power de- 
velopments. This is true, also, of other worthy potential irrigation projects 
throughout the State of Oregon. For this reason, areawide accounting, as pro- 
vided for in the bills you are now considering, is necessary to provide sufficient 
surplus power revenues to make irrigation developments feasible. 

The legislation before you. supported widely by local interests, provides the 
means for equality in the treatment of irrigation development in the Pacific 
Northwest as compared with existing measures in effect elsewhere in the West. 
It will open the door for the orderly expansion of justified irrigation develop- 
ment throughout this important section of our Nation. Your favorable consider- 
ation of this legislation, which means so much to the people I represent, is 
earnestly solicited. 


Mr. Asprnati. Now, Mr. Chairman. may I congratulate you and 
the Members of Congress, testifying here at this” time, for the ex- 
peditious handling of the statements of the authors of the liquidation. 
T think we have set a record for Congress. 
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Mr. Rocers. Our next witness will be Mr. L. E. Coles, president 
of the National Reclamation Association of Oregon. Mr. Coles, if you 
will come forward, you will be recognized. 


STATEMENT OF L. E. COLES, PRESIDENT, NATIONAL RECLAMATION 
ASSOCIATION, OREGON 


Mr. Cores. Thank you, Mr. Chairman. My name is LaSelle E. 
Coles, president of the National Reclamation Association. I am also 
manager of the Ochoco Irrigation District at Prineville, Oreg. 

I have a statement to be filed from the National Reclamation As- 
sociation which was prepared by our secretary, Bill Welsh. 

The National Reclamation Association has gone on record time 
after time supporting the principle of the basin account. This state- 
ment reiterates that stand. I would like to have that made a part 
of the record, Mr. Chairman. 

Mr. Rogers. Without objection—— 

Mr. Asprnatu. Mr. Chairman, reserving the right to object, and I 
do not know whether I shall object or not, will Mr. Welsh be before 
the committee later on, if we wish him to, to answer any questions 
we might have about his statement ? 

Mr. Cores. Mr. Aspinall, Mr. Welsh will come, if you want him. 
I regret he cannot be here this morning. As you know, this time 
conflicts with the board meeting of the association. 

Mr. Asprnati. With that understanding, I withdraw my reserva- 
tion. 

Mr. Rogers. You want the statement placed in the record as the 
statement of the National Reclamation Association, prepared by Mr. 
Welsh ? 

Mr. Cotes. Yes, sir. 

Mr. Rogers. Without objection, it is so ordered. 

(Statement referred to follows :) 


STATEMENT OF NATIONAL RECLAMATION ASSOCIATION 


(Submitted by William E. Welsh, Secretary-Manager, Washington, D.C., 
January 25, 1960) 


My name is William E. Welsh. I am secretary-manager of the National 
eclamation Association. 

A continued orderly development of reclamation projects throughout the West 
is of the utmost importance to the economy, the future growth, development, and 
the prosperity of that area. 

It is a well-known and well-established fact that practically all of the 
reclamation projects that are to be considered today or in the future will 
be costly and the repayment requirements will be beyond the ability of the 
water users or irrigation farmers on those projects. Power revenues, where 
available, must be used to assist in the repayment of those costs. 

The policy of using power revenues to assist in the repayment of reclama- 
tion costs is almost as old as reclamation itself. It dates back to an act passed 
by the Congress on April 16, 1906. 


R 


a 


THEODORE ROOSEVELT 


President Theodore Roosevelt undoubtedly had in mind such a plan as basin 
account or areawide use of power revenues as indicated from the following 
quotation from his letter to the members of the Inland Waterways Com- 
mission dated March 14, 1907: 
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“* * * Works designed to control our waterways have thus far usually been 
undertaken for a single purpose, such as the improvement of navigation, the 
development of power, the irrigation of arid lands, the protection of lowlands 
from floods, or to supply water for domestic and manufacturing purposes. While 
the rights of the people to these and similar uses of water must be respected, 
the time has come for merging local projects and uses of the inland waters in a 
comprehensive plan designed for the benefit of the entire country. Such a plan 
should consider and include all the uses to which streams may be put, and should 
bring together and coordinate the points of view of all users of water. The task 
involved in the full and orderly development and control of the river systems 
of the United States is a great one, yet it is certainly not too great for us to 
approach. The results which it seems to promise are even greater.” 

The National Reclamation Association has, for many years, been on reeord 
to the effect that reclamation development on a basinwide multipurpose basis 
is the only manner in which full utilization of river-basin water resources can 
be realized. 

1951 RESOLUTION 


In 1951, the National Reclamation Association adopted a resolution strongly 
endorsing the above principles. The following is a quotation from that resolu- 
tion: 

“Now, therefore, be it resolved, by the National Reclamation Association that 
it does hereby endorse and approve the general plan of basinwide water re 
source development and the use of revenues from all Federal water development 
projects within the basin to the extent necessary to fulfill the repayment re 
quirements of the reclamation projects within the basin.” 


REPAYMENT STUDY COMMISSION 


A few years ago, a special committee on repayment was appointed by the Na- 
tional Reclamation Association. This committee was headed by Dean H. T. Per- 
son, University of Wyoming, Laramie. 

The following is quoted from the excellent report of that committee: 

“The committee recommends that the National Reclamation Association ree- 
ognize that the use of power and other revenues from projects within most river 
basins or other geographical areas to aid irrigation development is essential to 
the future development of the water resources of the West. It is further ree- 
ommended that the National Reclamation Association support the following 
principles in connection with the use of power and other revenues as recom- 
mended above : 

“1. That the use of power and other revenues to aid irrigation within a partie 
ular river basin or other geographical area be based on authorization by Congress. 

“2. That congressional authorization of the use of basin-wide power revenues 
for any designated area include a tentative plan for the comprehensive develop- 
ment of the water resources of that area. 

“4. That no irrigation project or unit of a water development program be in- 
cluded as a participant in the basin-wide power revenues without the approval 
of the affected local organizations. 

“5. That projects in addition to those included at the time of the original 
authorization of a given area may be included as participants in the basin-wide 
power revenues upon approval of the affected local organization and authoriza- 
tion by Congress. 

“6. That power rates be established so that power revenues will be sufficient 
to— 

“(a) pay operation and maintenance costs of power features of the 
program ; 

“(b) amortize within a 50-year period the construction costs of power 
features of the program with interest at the rate the Federal Government is 
paying for borowed money; and 

“(c) provide necesary aid in repaying irrigation costs. 

“7. That with respect to multipurpose projects, the princip'es in regar’ to the 
rates at which municipal and industrial water are supplied, shall be the same 
as those outlined for power under item No. 6. 

“8. That the annual repayment by the irrigation water users shall be based on 
their reasonable ability to pay. 
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“9 That the full cost of the irrigation features of the program shall be repaid 
without interest, through payments by the irrigation water users and indirect 
local and State beneficiaries, and through use of excess power revenues, and 
excess municipal and industrial water revenues where available. 

“10. That the irrigation water users shall continue to pay the annual construc- 
tion charges, until such time as the full cost of the irrigation features of the 
unit or project are repaid, but no longer than that period. 

“The commitee is unanimous in support of the principle that the use of 
revenues from power and municipal and industrial water should, to a larger 
degree, assist in the repayment of the cost of irrigation features of water de- 
velopment projects.” 

1959 RESOLUTION ATTACHED 


As a more recent indication of the strong endorsement given to the multipur- 
pose basin-wide development and the use of power revenues on that basis by 
the National Reclamation Association, there is attached hereto resolution No. 11 
which was adopted unanimously at the last annual meeting of the association 
held in Denver, Colo., in October 1959. 


BASIN ACCOUNT USE IN MAJOR RIVER BASINS 


We would also like to emphasize that basin account, in principle, has been 
used in several of the major basins of the West. In fact, development in those 
areas would have been impossible without basin-wide or area-wide use of power 
revenues. That applies particularly to the Missouri River Basin project which 
was authorized in 1944. It also applies to the upper Colorado River storage 
project and to the Central Valley in California. 

We believe that such a plan is the only means by which reclamation develop- 
ment can continue to move forward on a full and comprehensive basis within the 
Pacific Northwest States and we strongly endorse and urge such a plan of basin- 
wide multipurpose development in that area. 

Respectfully submitted. 

WILLIAM E. WELSH, 
Secretary-Manager. 


RESOLUTION No. 11. BASINWIDE DEVELOPMENT AND FINANCING 
(Unanimously adopted at NRA Denver convention, October 1959) 


Whereas the complicated and costly multipurpose projects which are today 
essential to the fullest utilization of the West’s limited water supplies, are mak- 
ing power a more and more important paying partner in reclamation develop- 
ment; and 

Whereas the use of power revenues to aid the repayment of irrigation costs 
is almost as old as the Federal reclamation program ; and 

Whereas it is recognized that integrated and coordinated planning, develop- 
ment, operation, and financing of federally constructed water-development proj- 
ects within a river or drainage basin and compact related areas is the most eco- 
nomical, efficient, and feasible method of developing the water resources of many 
river basins and compact related areas: Now, therefore, be it 

Resolved, That: 

1. The National Reclamation Association endorses the principle of integrated 
planning, development, operation, and financing of Federal water development 
projects within a river or drainage basin and compact related areas, and the 
use of basinwide power and other revenues to aid irrigation development within 
the river or drainage basin and compact related areas. 

2. Integrated development and financing, within a river or drainage basin 
and compact related areas, should not abandon the principle that basinwide 
development should meet reasonable standards of economic feasibility. 

3. The authorization of all Federal basinwide developments, including the use 
of basinwide accounting, shall be by act of the Congress. 

4. In any legislation for integrated basinwide development and financing, con- 
sideration should be given to the repayment of obligations of both existing and 
new irrigation entities within a basin or compact related area. 

5. In any event integrated development and financing should not be imposed 
on river basins and compact related areas or existing Federal or local projects 
without approval of the States involved and established organizations of local 
consumptive users of water that would be affected thereby. 
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Mr. Corrs. I also have some resolutions and a telegram I would like 
to have placed in the record. 

The first one is from the Prineville-Crook County Chamber of 
Commerce. The next one is from the Sucker Creek Irrigation Dis- 
trict. The next one is from the Ochoco Irrigation District of Prine- 
ville, Oreg. The next one is from the Klamath Basin Water Users 
Protective Association, of Klamath Falls, Oreg. And the telegram 
is from the Baker County Chamber of Commerce. 

Mr. Rocers. Where is the original letter, Mr. Coles? 

Mr. Cores. The original is in the Senate committee, sir. 

(Discussion off the record.) 

Mr. Asprnau. I do not object to this resolution from the Chamber 
of Commerce of Prineville-Crook County, but do you know this to be 
an exact copy of the original resolution ¢ 

Mr. Cores. Yes, sir. 

Mr. Asprnati. The same is true of the Klamath Basin Water 
Users Protective Association, which has a typewritten signature; do 
you know that to be an exact copy of the original ? 

Mr. Cores. Yes, sir; I know that it is. 

Mr. Asprnatu. And the same is true with the telegram; is that cor- 
rect ? 

Mr. Cores. That is true. The original telegram is in the Senate 
committee, sir. 

Mr. Rogers. Is there objection ? 

The Chair hears none. 

Without objection, the insertions will be made a part of the record, 
as requested. 

(The documents referred to follow :) 


RESOLUTION OF PRINEVILLE-CROOK COUNTY CHAMBER OF COMMERCE, 
PRINEVILLE, OREG. 


Whereas Prineville and Crook County have benefited from a joint financed 
user and public power project known as the Crooked River Dam and Prineville 
Reservoir ; 

Whereas without this joint cooperation our area would be deprived of irriga- 
tion facilities required; of proper flood control; and recreation benefits which 
will result upon completion of the project ; 

Whereas the use of power reveneus to aid repayment of irrigation costs has 
been in effect since April 16, 1906; 

Whereas Senate bill S. 1388 provides a plan whereby present and future 
planning, development, operation, and financing of water development projects 
through a Pacific Northwest account which would provide for much needed 
irrigation in areas that are without such an account would be possibly denied: 
Now, therefore, be it 

Resolved, That (1) The board of directors of the Prineville-Crook County 
Chamber of Commerce this 11th day of January 1960; endorse the provision of 
Senate bill 1388 as a method of orderly development, proven financing, unbiased 
planning and execution of these projects most needed, which are eligible under 
provisions of the said bill; 

(2) Favorable consideration should be given by the Congress of the United 
States as being a step forward in the progress of the Pacific Northwest and full 
utilization of our natural resources 

PRINEVILLE-CROOK CouNTy CHAMBER OF COMMERCE, 
Rosert H. Love, President, 
IvAN J. CHAPPELL, Secretary-Manager. 
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JOINT RESOLUTION 


To the Congressional House and Senate Committees in the Matter of the Estab- 
lishment of the Pacific Northwest Account Relative to Reclamation Projects. 
Whereas there is in existence a general plan or project known as the Rogue 
Basin project in Southern Oregon, and as a part thereof there is in existence a 
contemplated project known as the Sucker Creek project in the Illinois Valley 
Division thereof ; and 

Whereas the Bureau of Reclamation has over a period of many years spent 
large sums of money in preparing a feasibility report concerning whether or 
not a reclamation project in the Illinois Valley, and particularly the Sucker 
Creek project would be feasible ; and 

Whereas the said project has been declared by the Bureau of Reclamation 
to be feasible, and a report in full having been published thereon ; and 

Whereas it is now necessary to bring said project up to date, and the neces- 
sary funds therefor having been requested in the current budget recently pre 
sented by the President of the United States; and 

Whereas the Illinois Valley area above mentioned is an area which hereto- 
fore has been largely dependent on logging and mining operations for the sup- 
port of its economy, but said economic factors having diminished greatly in 
recent years due to the depreciation of said natural resources, and there being 
an excess of 5,000 people living in said area dependent upon some type of economy 
to take the place of those industries ; and 

Whereas the people in said area are wholeheartedly in favor of a reclamation 
project therein, and have spent several thousand dollars forming the Sucker 
Creek Irrigation District for the purpose of negotiating with the Federal Gov- 
ernment and through the Bureau of Reclamation for the construction of said 
project ; and 

Whereas it is understood by the various groups and persons in the Illinois 
Valley community that it will be necessary that certain funds in addition to 
those which the farmers will be able to repay through irrigation assessments 
must be made available to said project before it could be considered as prac- 
tical ; and 

Whereas it is further understood that the establishment of a Pacific North- 
west account would facilitate such funds being made available for a project 
such as this: 

Now, therefore, the Sucker Creek Irrigation District, the Illinois Valley Cham- 
ber of Commerce and the Illinois Valley Water Resources Group acting by and 
through their respective governing bodies do hereby resolve and recommend to 
those persons who will have the decision in this matter that they give every 
consideration to the establishment of the Pacific Northwest account in such a 
manner as will facilitate the obtaining of the needed funds in the manner de- 
scribed above to make possible the Sucker Creek project in the Illinois Valley 
division of the Rogue Basin projects, and such other projects as may be de- 
pending upon the establishment of such an account for their existence; it is 
further 

Resolved, That this resolution be presented at the House and Senate com- 
mittee hearings in this matter by LaSelle Coles in behalf of the respective groups 
executing this resolution. 

Respectfully submitted. 

SucKER CREEK IRRIGATION DISTRICT, 
Asnpy Fux, Board Chairman. 

ILLINOIS VALLEY CHAMBER OF COMMERCE, 
Won. J. McLean, Secretary. 

ILLINOIS VALLEY WATER RESOURCES GROUP, 
CLYDE BRoEFFLE, Chairman, 


OcHoco IRRIGATION DISTRICT. 
Prineville, Oreg. 


To Whom It May Concern: 


Power has been a paying partner with the farmer on federally constructed 
irrigation projects since 1906. Net power revenues have been used to assist the 
farmer repay his obligation in most of the Western States, and it is a known fact 


that reclamation development would probably come to an end without this 
assistance. 
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The continued irrigation development of our arid and semiarid land wil] 
mean a balanced diet for future generations, and help keep our Nation econ- 
omically strong: Therefore, be it 


Resolwed, That the board of directors of the Ochoco Irrigation District ao 


hereby urge the Congress to enact the Pacific Northwest account bill (S. 1388 
and H.R. 3510) into law. 


I, LaSelle BE. Coles, secretary, Ochoco Irrigation District, do hereby certify 
that the above is a true and correct resolution adopted by the board of directors 
at their monthly meeting held January 13, 1960, at the district office. 


LA SEtLeE E. Cotes, Secretary. 


KLAMATH BASIN WATER USERS PROTECTIVE ASSOCIATION, 
Klamath Falls, Oreg., January 13, 1960. 
Hon. JAMES E. MuRRAY, 


Chairman, Committee on Interior and Insular Affairs, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR MuRRAY: The executive committee of this association, in accord- 
ance with article III, section 2, of the bylaws, met in special session at its office 
on Crystal Springs Road, Klamath Falls, Oreg., on Friday, February 6, 1959, and 
unanimously adopted the following resolution : 

“Resolved, that the Klamath Basin Water Users Protective Association, does 
hereby favor proposed bill to establish a Pacific Northwest account.” 

This association continues to favor enactment of legislation that will establish 
a Pacific Northwest account and respectfully requests that this letter be made a 
part of the record at hearing to be held on January 22, 1960. 

Very truly yours, 


E. M. MITCHELL, President. 


BAKER, UREG., 


January 20, 1960. 
LASELLE COLES, 


Care of Congressman Al Ullman, 
House Office Building, Washington, D.C.: 


The Baker County Chamber of Commerce has gone on record favoring H.R. 
3510 and 8S. 1388 and urges passage of same. 

BAKER COUNTY CHAMBER OF COMMERCE, 
Ira D. Straces, President. 

Mr. Rocers. Mr. Coles, you may proceed. 

Mr. Cores. My name is LaSelle E. Coles. I am president of the 
Pacific Northwest Irrigation Account League, which was or ganized 
for the purpose of acquainting the people of the Columbia Basin with 
the necessity of using power revenues to assist irrigation develop- 
ment. 

Federal reclamation as we know it, started with the Reclamation 
Act of 1902. This act gave the farmer a 10- year period to repay the 
cost of development. Research does not reveal why the repayment 
period was limited to 10 years, but it is apparent that this was too 
short a period of time. In 1914, the repayment period was increased 
to 20 years and again in 1924, as a result of the recommendations of 
the Factfinding Committee, the repayment period was increased to 
40 years, plus 4 10-year period of development, or a total of 50 years. 
This repayment period was reconfirmed by the Reclamation Act of 
1939. 

The 40-year repayment period plus a 10-year development. period 
has been a part of our reclamation law for 36 years. I would like 
to point out that laws can become obsolete the same as automobiles, 
and I am sure this 50-year repayment period is obsolete. Our cheap 
and easy-to-construct projects have been built, consequently the farm- 
ers cannot repay the cost of new projects within a 50- year period. 
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Fred Seaton, Secretary of the Interior, has made this statement in 
several of his talks. I was a member of a repayment study com- 
mittee of the National Reclamation Association in 1955, and in our 
report we reached the same conclusion. 

If we are to continue to reclaim our arid and semi-arid land, the 
farmer must be assisted in carrying the repayment burden. As I 
see the picture, we can do one of three things: (1) Ask for a direct 
subsidy from the Federal Government. I do not believe the people 
of the East, South and Midwest are ready to subsidize the develop- 
ment of the West, and as a westerner I am not ready to ask them. 

(2) Increase the repayment period to 75 or 100 years. This was pro- 
bee to congressional leaders and was not received favorably. And 
finally, (3) use net power revenues to assist the farmer in repaying 
the cost of the development. This bill to establish a Pacific North- 
west account would make the use of net power revenues possible. 

Power has been accepted as a paying partner with the farmer since 
1906, when legislation was enacted. The passage of the Boulder 
Canyon Act in 1938 changed our philosophy of reclamation from sin- 
gle-purpose development to multiple-purpose development. Prac- 
tically all of our great Columbia River developments have been mul- 
tiple-purpose. The theory was carried further in the Missouri River 
Basin project, the ¢ ‘entral Valley project, and the U pper Colorado 
River Basin project. In each of the last three stated projects, power 
returns and the construction costs returned to the farmer were pooled 
to make the overall project feasible. These projects are for all prac- 
tical purposes basin accounts. We have used the same concept in the 
Columbia Basin on a hit-and-miss basis. At the present time, we have 
power assistance totaling $520 million. The farmers on these projects 
receiving power assistance are being helped by the people living in 
the cities, who pay the power bills. This procedure is justified be- 
cause most of these power users would not be living in the West, if it 
weren't for the development of our agricultural lands through recla- 
mation. What would Idaho, Arizona, Oregon or Washington amount 
to without reclamation ¢ 

In the Missouri River Basin project, the Upper Colorado River 
Basin project, and the Central Valley project, the basin account came 
first and the development followed. In the Pacific Northwest, the 
basin account will follow part of the development. All existing Fed- 
eral hydroelectric projects and all irrigation beer ts using power as- 
sistance are funneled into the account. The farmer pays within his 
ability to repay for 50 years, and net power revenues repay the bal- 
ance. This is in conformity with legislation approved by this com- 
mittee in authorizing recent projects. 

The Northwest account bill which we are considering is enabling 
legislation, with the exception of already constructed projects which 
have repayment periods longer than 50 years. New power returns 
will pick up the remaining obligation of the projects after the water 
users pay for 50 years. We believe this justifiable, as it will place all 
groups of farmers in the Columbia Basin in the same repayment situ- 
ation. Is there any reason why one group of farmers should repay 
within their ability to pay for 50 years and their neighbors pay for 
70 years? The Bureau of Reclamation informed me, at my request, 
that it will take about $30 million to take care of the older districts. 
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This amounts to only 6 percent of the $520 million of power assistance 
to irrigation in the basin today. 

In the bill, future authorizations and appropriations will be made 
by Congress, which leaves the control in the hands of Congress, as it is 
at the present time. This is the way it should be. The bill provides 
for a report by the Secretary of the Interior on the status of the ac- 
count to the President and Congress. I believe you should know the 
status of the account at all times. With this information, you will be 
more able to make decisions on future Pacific Northwest irrigation 
projects which are before you for consideration. 

The enacting of this bill into law will not cause an increase in 
power rates as some have claimed. This bill specifically says financial 
feasibility shall be made on any project without increase in the then 
prevailing power rate schedule. None of the now existing contracts 
for power or water will be modified or changed. It merely makes 
net power revenues available after payout of the power investment 
to assist the farmers to repay their construction cost. 

We have spent $314 billion of Federal funds to date to carry out 
reclamation programs. On the other side of the ledger, we produced 
crops and sold power valued at approximately $1 “billion in 1957. 
At this rate we would create enough wealth in 314 years to equal 
all that has been spent since 1902. This does not take into con- 
sideration the value to the Nation of flood control, recreation, stream 
stabilization from return flow, increased value of land, taxes to the 
State and Federal Government, and many other indirect values too 
numerous to mention. The West would be a sorry place in this day 
and age without reclamation. 

Favorable consideration by this committee and the Congress of 
the Pacific Northwest account bill will aid in the future irrigation 
development of the Pacific Northwest. 

Mr. Chairman, we have worked on this bill for almost 4 years. 
We have spent a lot of time in our States trying to educate the people. 
I personally have talked in Portland. The Agriculture Committee 
of the Portland Chamber of Commerce went on record as favoring 
this bill, and I was present at that meeting when they made the vote. 

I also talked to the Industrial Development Committee of the 
Seattle Chamber of Commerce. I talked with the Agriculture Com- 
mittee of the Spokane Chamber of Commerce and of Wenatchee and 
many other cities in my own State. Their reaction has been favor- 
able. I believe there is very little opposition to this bill. I think the 
people realize this is the one way the reclamation development can 
go forward in the Northwest. 

Mr. Rogers. Mr. Aspinall, do you have any questions? 

Mr. Asprnaty. Yes, Mr. Chairman, I have a few questions. First, 
when I begin the questions, please keep in mind that I favor the 
legislation. 

Mr. Cougs. Yes, sir. 

Mr. Asprnaty. On the other hand, these hearings may be printed, 
and it may be necessary for us to explain some of the things that are 
in the legislation. 

In your statement, vou set forth questions of repayment period for 
irrigation projects. You state you do not understand why a 10-year 
repayment period was adopted in the first place. 
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I think you will agree with me that the reason the 10-year payment 
was adopted was that those who were in favor of the legislation, at 
that time, wanted to keep the subsidies of the United States at the 
lowest possible amount. In other words, you can talk about no sub- 
sidies if you want, but we do get subsidies in interest-free money. 

Mr. Cores. That is right, sir. 

Mr. Asprnatt. When it was found that it was impossible to develop 
the irrigation projects that were proposed and repay within the 10- 
year period, then Congress was able and willing to take another look 
at the situation and they permitted the subsidy to be increased. Is 
that correct ¢ 

Mr. Cores. I would assume that probably is correct, sir. I took 
this statement from a report of this committee from the Library of 
Congress and I used almost the exact words when they said there 
was no legislative history as to why it was 10 years. There wasn’t 
much argument on it. 

Mr. Asprnaty. I think, perhaps, that is right, but this committee 
does not necessarily accept statements from the Libr: ary of Congress 
at their face value because we know how those statements, sometimes, 
are arrived at. But, we have to be honest when we go before the 
American people. The Members of the House of Representatives 
sponsoring these projects have to be just as honest and just as above- 
board as they can when they go before the Members of the House 
of Representatives in proposing these projects. It is your philosophy 
that we should first get the period increased to 75 or 100 years ahead 
of the establishment of a program, such as you suggest here? Is that 
your personal eta ¢ 

Mr. Cotzs. No, sir, it is not. I do not believe we can see beyond 
50 years and I think a 50-year period is long enough for the farmer 
to pay. 

Mr. Asprnatu. I am in agreement with that, but I wanted to under- 
stand whether or not you set these possibilities of financing reclama- 
tion projects up in priority, which is your prior ity, first for the short 
period; second, then for the long period, 75 to 100 years; and, third, 
if we did not have it, come back to the basin accounts. 

Mr. Cores. I would rather go with the basin account first, sir. I 
merely mention those to show the difference as to what we could do. 

Mr. Asprnati. That is fine and I am in agreement with that. 

As J understand your reference to the Secretary of the Interior on 
the question of the 50-year repayment being obsolete, is that not what 
he had in mind also? 

Mr. Mores. That is right. 

Mr. /.sprnati. Mr. Seaton has not requested that the payout period 
be increased to 75 or to 100 years, has he ? 

Mr. Corrs. No, sir, he hasn’t; not in any case that I know of. 

Mr. Asprnatu. Now, do I understand from your statement made at 
the end of your written statement that the spokesman and the author- 
ities for all of the States concerned in this particular legislation are 
favorable. 

Mr. Corrs. I couldn’t say all the authorities of the States in ques- 
tion are favorable. Some of them haven’t made a statement. 


Mr. Asprnatt. Where is the opposition to which you made refer- 
ence ? 
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Mr. Corr. There is some opposition in the State of Washington. 

Mr. Asprnauu. And is it water users or those who establish the 
policy for the State ? 

Mr. Cores. The water users are favorable. The only opposition 
comes from the public power groups in the State of Washington. 
That I know of, sir. 

Mr. Asprnatu. Let me ask this question so I understand clearly: 
The public power advocates in Washington, are they in such position 
as to determine the policy of the State of Washington as enunciated 
by the duly elected authorities of Washington ? 

Mr. Cores. I cannot answer for Washington on that, sir, you will 
have to ask someone else. But I do know we have that opposition 
there. I have talked to those people and I haven’t been able to con- 
vince them that we are right. Yet, on the other hand, I do not think 
there would be any public power groups in the State of Washington, 
or, Idaho who, if it wasn’t for the irrigation and reclamation de- 
velopment we have there—you have to have people to use the power. 

Mr. Asprnauu. I think I am in agreement with you on that state- 
ment all right, but the idea is this: This committee does not accept 
the responsibility of deciding differences within States in these mat- 
ters. 

Mr. Cotss. I realize that. 

Mr. Asprnauy. And this committee does not, as a rule, accept the 
responsibility, of deciding differences within the same region, within 
the area of a project that has a multiple-purpose program. 

Is there any chance that those who speak for the State of Wash- 
ington may come in here and give their approval to this legislation 
or will it be necessary for us to go on the floor of the House and try 
to combat the opposition of one of the areas that is included in the 
operation of this legislation ¢ 

Mr. Cores. I do not know what will happen between now and the 
time you would go on the floor of the House, if you do. I would say 
this: that I doubt very much that there has been any major legisla- 
tion in the United States where you didn’t have some opposition 
from some people. I believe that it is almost an impossibility to get 
all people to come into agreement on a bill of this type. 

It is my feeling that if we have 75 to 80 percent of the people in 
the area in agreement that we certainly have the majority and it has 
always been the principle of this country that the majority rules. 

Mr. Asptnaty. We have had a difficult time in the United States 
where the majority ruled in matters having to do with these particular 
matters to the alleged i injury of minorities. 

Mr. Cores. I thought that was the principle upon which this Gov- 
ernment was built. 

Mr. Asptnatt. I do not know if that is the fixed principal or not, 
but we do have sovereign States and have a matter here being 
considered, where there appears to be differences such as has been 
referred to. I have been spending months trying to resolve differ- 
ences between various interests in different States in the upper Colo- 
rado River area before bringing to this committee. 

Mr. Cotes. We have spent 4 years, sir, in this. 

Mr. AspinatL. We have a very important bill coming up at the 
present time in the Rules Committee, where some differences between 
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areas within a State have to be decided. It makes it very difficult 
to take legislation on the floor when we have those difficulties to 
overcome, 

Let me ask you this question: Is it your understanding that any 
funds used from the basin account established for the northwestern 
region should provide that payment of any project should be paid 
out within the 50-year payout period ¢ 

Mr. Coxzs. I do not know as I quite understand the question. 

Mr. ASPINALL. When we authorize the construction of irrigation 
projects we authorize, in accordance with the policy rule that the 
users pay all that they can pay. 

Mr. Cotes. That is right. 

Mr. Asprnauu. This is determined by an acceptable formula. Then, 
wherever it is possible to take power revenues to repay the balance. 

Mr. Cotes. That is right. 

Mr. Asprnauu. But the actual amount the users pay, plus the amount 
taken from a basin account, makes possible that the project is paid out 
within the 50-year repayment period. 

Mr. Cotes. That is right, as nearly as possible. And I think that 
when the Department testifies—that is a technical question, a matter 
of timing, and I believe that they can answer that question better 
than I can. 

Mr. AsprnatL. What do you mean, as nearly as possible. Do you 
mean there are instances upon which we should authorize projects 
that cannot pay out the cost of construction within the 50-year pe- 
riod, even with this help from a basin account ¢ 

Mr. Corrs. It should be as nearly within the 50-year period as pos- 
sible. The farmer would pay within his ability to pay for 50 years and 
I think then the amount of the fund which—I think the Department 
has that figured out, that within a very short time most of these proj- 
ects would be paid out. And after the fund operates a little while, 
they would be paid out before the 50-year period. 

Mr. Asprnaui. Let me ask this question: Do you think any project 
should be authorized by Congress which cannot pay out the cost. of 
construction within the 50-year period, counting what the users can 
pay and what will be given to them from other sources? 

Mr. Couxs. I would like to answer it this w ay: If the money is 
available at the beginning of the operation of the account, then it 
should be paid out in a 50-year period. But if the money is not going 
to be available for 1 or 2 years, shortly after that time, then it should 
go longer than the 50-year period. 

Mr. Asprnatn. As I understand what. will happen in most. in- 
stances, is this, the users will pay what they can, then they will come 
up against the last years of the project, say the 47th, 48th, 49th, 50th 
year, and then contributions will be made from the basin fund. 

Mr. Corrs. That is right. 

Mr. Asprnaty. All I want to know is, Are you willing to stay within 
the 50-year period for the purpose of repayment of reimbursable 
costs ? 

Mr. Cores. As far as I am concerned, I am willing to do that be- 
cause I know there will be the money there to pay it out. 

Mr. Asprnat. That is all. 

Mr. Rogers. The Chair recognizes the gentlewoman from Idaho. 
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Mrs. Prost. Thank you, Mr. Chairman. Mr. Coles, I want to com- 
pliment you on a very fine statement, and to ask whether you feel 
the passage of this legislation will in any way tie up the funds to 
where future development of power projects will be handicapped? 

Mr. Cotxs. No, madam; I do not. 

Mrs. Prost. You feel, in other words, there will be a sufficient: bal- 
ance in the fund to provide power as well as reclamation projects? 

Mr. Cores. Yes; I do. The money, at the present time, is being 
used to do the very thing which you mentioned, Mrs. Pfost. This is 
a basin account; it pools the powerplant as well as its irrigation proj- 
ect. And the money could be used for power as well as irrigation. 

Mrs. Prost. And you are perfectly agreeable. If the Congress 
should in the future authorize projects which are necessary for the 
development of our area—you are perfectly agreeable that power 
revenues be used for both power and reclamation purposes ? 

Mr. Cores. That is right. 

Mrs. Prosr. Mr. Coles, merely for the record: Is it not true that 
these bills apply only to the Pacific Northwest ? 

Mr. Cotes. That 1s right. 

Mrs. Prost. In other words, the Columbia River Basin account does 
not reach outside of the Pacific Northwest ? 

Mr. Cotes. Mrs. Pfost, I would have to qualify that to this extent: 
That in the bill it says that funds can be used in the States of Wyo- 
ming, Montana, Utah, and Nevada outside of the basin. It also puts 
a limitation on the fund that can be used outside of the basin and it 
says according to the amount of water and power they contribute to 
the basin. 

I see nothing wrong with that. The State of Montana, the State 
of Wyoming, primarily, contribute quite a little bit of water to our 
basin. If it comes from their State and they need the power revenue 
across the Continental Divide they should use it. They cannot use 
that revenue as long as they are covered by another basin account. 
The Department tells us the States of Montana and Wyoming are 
covered by the Missouri River Basin account, the State of Wyoming 
by the Upper Colorado River Basin account, and as far as they can 
see in the future there is sufficient amount of money to take care of 
those States. The only thing this bill does, it does not close the door 
forever to those States in using some of the money, too, from the basin 
account, which they contribute so much to. 

Mr. Asprnax. Will the gentlewoman yield to me? 

Mrs. Prost. I will be glad to. 

Mr. Asprnatu. Do I understand that the proposed contribution is 
in the direct ratio to the percentage of water determined over a period 


of years is the contribution of the area to be aided to the total Colum. 
bia Basin flow ? 


Mr. Cotes. That is right. 

Mrs. Prost. Mr. Coles, what is your recommendation on the in- 
terest component feature of the power revenues of the Federal hydro- 
electric projects ? 

Mr. Cores. As far as I am concerned, the interest component is a 
dead duck, if I may use that word. I do not think we should use the 
interest component; I am opposed to it. I think the interest on our 
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Federal investment in powerplants should be returned to the Federal 
Government. 

Mr. AspIn 2 Will the gentlewoman yield ? 

Mrs. Prost. I will be glad to yield. 

Mr. AsprnaLu. Has that also been your position, Mr. Coles? 

Mr. Cores. Yes; it has,sir. I have never veered from it. 

Mrs. Prost. That is all, Mr. Chairman, thank you. 

Mr. Rogers. Mr. Ullman? 

Mr. Utiman. Thank you, Mr. Chairman. I want to welcome you 
here, Mr. Coles. We are proud in the Second Congressional District 
of Oregon to have the president of the National Reclam: ation Asso- 
ciation “living in our midst. I want to commend you, too, for the 
work that you have done on this legislation and the fact that you 
have not seen fit to bring it here until you have a measurable degree 
of acceptance and approval from the States in the Pacific Northwest. 
I think this has been a very wise move and it is my feeling that we 
do have today the kind of approval, even though not unanimous, that 
will see this legislation through. 

The one point of contention, it seems to me, and really a basic point 
of contention, is whether the language in this legislation is so worded 
that the concept of bringing in new “multiple- purpose power projects 
of a higher cost nature and balancing those off against the lower cost 
projects that is in existence today in the Pacific Northwest in the 
account as it is managed by the Bonneville Power Administration, 
will not be disrupted by this bill, I would like to ask you one or two 
questions clarifying your position on the matter. 

First, is it your understanding the irrigation subsidy, if we might 
eall it that, from the power revenue will be applied in the formula 
worked out in this legislation at the end of the payout period of the 
power Pe ( 

Mr. Cores. That is right, sir. I think that is plainly spelled out in 
the bill. 

Mr. Untuman. And if it is determined, after we hear the various 
witnesses and those in opposition, that the language may not be clear 
enough, you would not be opposed to clarifying language that would 
make it ‘perfectly clear that is the intention of the legislation. 

_ Mr. Cotes. We would have no opposition to that because that is our 
intent. 

Mr. Utuman. And it is also your understanding that the language 
in this bill will not disrupt, nor preclude, the applic ation of multiple- 
purpose power projects in the same manner that irrigation projects 
have subsidies from power revenues, that those power projects and 
storage projects that will have to be built on the main stem of the 
Columbia River in order to truly set up a full multiple-purpose 
development of the basin, that those future projects will also benefit 
in the same manner from the accounting system that will make the 
power revenues available for their repayment. 

Mr. Cotes. That is my understanding, sir. 

Mr. Utiman. If the question should arise when we hear other wit- 
nesses that this matter is not clear, you would not be opposed to clari- 
fying language that would make it perfectly clear that that is the 
intention of this bill? 
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Mr. Corzs. That isright. There is plenty of money for both. 

Mr. Utiman. The concept, here, then, in your opinion, is that the 
power users of the Pacific Northwest will be assisting in this program 
in the development of the future reclamation of the area. 

Mr. Cores. Yes; that is right. 

Mr. Utiman. And this is a principle that is well established in 
other parts of the country and is very sound and hus a clear basis in 
our reclamation history, in our reclamation law. 

Mr. Corrs. That is right. 

Mr, Utitman. That is all, Mr. Chairman; thank you. 

Mr. Rogers. Mr. Anderson ? 

Mr. Anperson. I would like to compliment Mr. Coles not only on 
the fine statement, but on the tremendous amount of work I know has 
gone into cooperative effort you have made in the downstream States 
and upstream States in resolving the differences which you had to 
start with. I think all of you have done a fine job in coming up with 
the kind of program all of us can support. 

Thank you. 

Mr. Cotes. Thank you. 

Mr. Rogers. Mr. McGinley ? 

Mr. McGrntey. I notice in your statement you say, “We have power 
assistance now totaling $520 million.” 

Mr. Cougs. Yes, sir. 

Mr. McGrntey. Is that a yearly revenue from the power facilities 
in the area, or how would you rexpl: iin that ? 

Mr. Coxzs. No, sir. That is the total amount of assistance over 
and above the ability of the farmer to pay. A great deal of that is 
on the Columbia Basin. If 1 remember right, it is better than $400 
million. The farmers on the Columbia Basin pay within their ability 
to pay for, I believe, 40 years, and then the power revenne from Grand 
Coulee Dam picks up the balance of it. We just had our project 
authorized before this committee about 3 or 4 years ago, now being 
constructed, a project known as the Crooked River project, and that 
was authorized on this very principle—the farmers, under the irriga- 
tion district, repay within their ability to pay for 50 years. Then 
we tied that onto The Dalles Dam on the Columbia River because 
our river flows into the Columbia River above The Dalles Dam and 
we contribute to the power there, and the net power revenues from 
The Dalles Dam repay the amount above the ability of the farmers 
to pay. 

Does that answer your question, sir? 

Mr. McGrintey. So that this amount is what is presently set aside 

2s somewhat of a basin account, or project account to pay for over 
and above repayment ability. 

Mr. Coxes. That is right; it is the total amount. 

Mr. McGintey. To what extent has the power project assistance 
been useful? I notice you say, “We have had a basin account on a 
hit-or-miss basis.” Is this tied to individual projects? 

Mr. Cotes. That is right; The Dalles, Grand Coulee, Chief Joseph, 
some of the projects in Idaho. There is no accounting to the Con- 
gress. Under this bill, we propose an accounting each and ev ery year, 
as I mentioned in my statement to the Congress, and to the President, 





so 
tir 


an 


fin 


er 
ea 
au 


Ri 


fo 
th 
in 
ex 


nc 
sil 


an 


an 
ay 


re 
ar 


th 
re 


on 
Las 
tes 

to 
ith 


ver 


ies 


ver 
tis 
400) 
lity 
ind 
ject 
ing 
hat 
ga- 
hen 
use 
and 
rom 
ners 


side 
over 


ance 
On a 


eph, 
Con- 
year, 
lent, 


PACIFIC NORTHWEST ACCOUNT 31 


so that you will know the status of that account at any particular 
time. 

Mr. McGintey. So, the purpose of this legislation is to facilitate 
and make more possible the addition of new irrigation projects 
financed on the same formula. 

Mr. Cores. That is right, sir. At the present time, there is not any 
authority to do that. Each and every individual bill that comes be- 
fore this committee has to have that as a part of the bill. It would be 
much better for the Bureau of Reclamation, for us, if we knew that 
we had this in legislation, we know where this account stands and 
know exactly what we can do, so we can go ahead and figure projects 
upon that basis. 

Mr. Asprnauu. Will the gentleman yield ? 

Mr. McGintey. Yes. 

Mr. Asprnatt. In each instance, though, we make particular ref- 
erence in the legislation of the new project. to this account. I say in 
each instance make reference in the particular project which is to be 
authorized to the account. 

Mr. Corrs. That is right, sir, you have. You did in the Crooked 
River. 

Mr. McGintey. Do you feel there have been present studies made 
for the development of irrigation projects by which one could say 
there is a predominance of pl ins already in the planning stage for 
irrigation development or are there other possibilities yet to be 
explored ? 

Mr. Corrs. There are other possibilities vet to be explored. I do 
not think we are done in any of our areas in exploring all of the pos- 
sibilities. 

Mr. McGrintey. But, anyway, you do not conceive there would be 
any set limit on the maximum of a basin power account but the max- 
imum would be flexible in accordance with the development of plans 
and needs for the area; is that right ? 

Mr. Corxs. That is right; as needs for projects come in. Of course, 
if our population continues to increase as it has, we certainly are 
going to need these projects all over the Western States. 

Mr. McGrntey. Thank you. 

Mr. Rocers. Mr. Coles, I have one or two questions I think ought 
to be in here to keep this record clear. What is the present amount 
of net power revenue involved in this bill ? 

Mr. Cores. You mean eventually ? 

Mr. Rocers. I mean presently. 

Mr. Corrs. I do not know whether I quite understand enough to 
answer your question. I can tell you, by the year 2020, we will have 
approximately $580 million in this account. 

Mr. Rocers. What I am talking about is this: You have net power 
revenues at the present time that you confine actually to a certain 
area. 

Mr. Corrs. Yes, sir. 

Mr. Rogers. How much are those net revenues at the present time, 
we are talking about? How much money is involved ? 

Mr. Cores. Sir, right at the present time, there isn’t anvthing for 
this reason: we don’t have any net power revenues until the — 
repays the Federal Government. There is one little project up i 
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Idaho that will start paying out in the seventies, the next one that 
will be paid out will be Bonneville. But as these projects pay the Fed- 
eral Government, then that money becomes available. Does that an- 
swer your quest ion ¢ 

Mr. Rogers. Then, what you are saying in effect right now is that 
there is no money involved at the present time, that ‘this legislation 
is anticipatory. 

Mr. Cores. That is right, in the future. 

Mr. Rogers. Where does the $520 million you are talking about 
come from 4 

Mr. Cortes. The amount I had in my statement? 

Mr. Rogers. Yes. 

Mr. Cores. That is money that has already been authorized by the 
Congress in the Columbia Basin. <A part of it comes from Grand 
Coulee Dam. It is money that was authorized in the Crooked River, 
part of that comes from The Dalles Dam on the pavout of The 
Dalles. Part of it is in Washington and comes from Chief Joseph, 
upon the Foster Creek division. Then there are several in Idaho 
that have an authorization. 

Mr. Rogers. That is present money, is it not? 

Mr. Cotes. That money isn’t there at the present time, sir. I think 
that the Department will show you exactly where that money comes 
from and what it amounts to. The money will not be there until the 
dams are paid out. 

Grand Coulee will be paid out in the vear 2020 and all of the money 
from Grand Coulee is dedicated up until that time. Part of it is to 
pay out the power feature. The other part is to pay for the Colum- 
bia Basin. 

Mr. Rogers. Do I understand there will be no money available at 
all until 2020? 

Mr. Cores. No, sir, until the year 2020, there will be approximately 
$580 million available because by ths at year all of the projects on the 
Columbia River will have been paid out on different stages. 

Mr. Rogers. What amount will be available prior to that time? 

Mr. Cores. Various amounts each and every year. The Department 
can tell you exactly what it will be. I do not have that schedule, but 
I know they do have it. 

Mr. Rocers. When, Mr. Coles if you know, will the first money 
become available under this legislation ? 

Mr. Cotes. About the year 1967. 

Mr. Rogers. The year 1967? 

Mr. Coes. That is right. 

Mr. Rogers. Do you have any information as to the approximate 
amount / 

Mr. Cores. No, sir, I do not. 

Mr. Rogers. You refer to the year 2020 and that there will be $580 
million available in this account. 

Mr. Cotes. Yes, sir. 

Mr. Rogers. That will not be a separate account in the Treasury, 
will it? 

Mr. Cores. No, sir; all the money will be returned to the Treasury. 
It will be just a bookkeeping method in the Treasury. 
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Mr. Rogers. The point is simply this: As I understand the legisla- 
tion—and I could be wrong, I usually am in complex matter s—there 
is nothing in the legislation to change this entire picture, as a matter 
of prec edent, exc ept to confine the use of these funds to such projects 
in this basin as will be determined to be economically feasible ? 

Mr. Cotes. That is right. 

Mr. Rogers. In other words, what you are actually doimg is creating 
a priority in this basin, if you want to call it that, so if you can show 

economic feasibility in a project, it has priority insofar as being 
entitled to use of funds and finding their source 1n that basin. 

Mr. Cotes. That is right. 

Mr. AsprnaLu. Will the gentleman yield ? 

Mr. Rogers. Yes. 

Mr. Asprnatyi. This is somewhat different than the basin fund in 
the upper Colorado River program. Can you tell me why you did not 
go that. route where we have provided a direct fund and have a direct 
account in the Treasury, rather than to take this indirect approach ? 

Mr. Coes. People in the Pacific Northwest fought a previous basin 
account bill, Mr. Aspinall, because they were afraid that we were going 
to set all of these funds aside into a special account which could be 
used by the Bureau of Reclamation to do what they wanted to. 

One of the main objections to that bill was that the people in the 
area would have to go to the Department of the Interior, the Bureau 
of Reclamation, on bended knees and say, “Mr. Secretary, please au- 
thorize our project. 

They had the feeling they would rather come before this committee 
and the committee in the Senate and talk to you gentlemen than they 
would talk to the Department of the Interior. 

Mr. Asprnatu. Of course, the statement you have just made is not 
entirely accurate as far as the upper Colorado River program is con- 
cerned. 

Mr. Cores. I know it isn’t, sir. 

Mr. Asprnatit. What you are saying is, as I understand you, the 
people in the Northwest decided they ‘would rather have Uncle Sam 
use the moneys, if they were available, for other purposes until some 
project possessing feasibility was proposed. That is what it means; 
is that not it ? 

Mr. Corrs. If the moneys are in the Treasury, I suppose that Uncle 
Sam could use the money. Yet, if the Congress authorized a particu- 
lar bill, then according to the legislation, the money would have to 
be available for the purpose which we mention. 

Mr. Asprnatu. Of course, what this legislation means is that we 
are putting a first call on these moneys, as it were, at any time if 
a project is authorized. Until that time, the Treasury has the use 
of the moneys. I am not taking exception, I just want to know 
whether or not that is the reason. 

Mr. Corrs. I am not sure that is the main reason, but let me say 
this: If we didn’t use some of these moneys to assist reclamation, 
certainly in the building of new power projects, the money could be 
used there without any authorization, only the authorization of the 
power project itself. 
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I think you are going back to the basic authorization of the power 
project in the Columbia River Basin system. I do not want to get 
involved with that because I think it is a technical matter and I 
think the Department can answer those questions. 

Mr. Asprnatu. Now, what you are saying is this: If we do not have 
this legislation giving irrigation projects a right to the moneys, then 
these moneys which will accumulate can be used to build public power 
projects without any further authorization of Congress. Is that it? 

Mr. Cores. Not without authorization. They would have to come 
to the Congress, through the Army Engineers, and have an authoriza- 
tion and appropriation from the Congress. You still have control 
over that. 

Mr. Asprnatu. This committee does not. 

Mr. Cores. No; I know that. 

Mr, AsprnaLt. What you are trying to do is to give this committee 
and the companion committee in the other body just a little bit more 
Jurisdiction. 

Mr. Corrs. I think that would be all right. 

Mr. Asprnauu. And also establish certain policies? 

Mr. Roeers. Mr. Coles, on this other thing—let us take the $580 
million for want of a better example. If the $580 million we are talk- 
ing about, as represented by power revenues to be utilized for the 
purposes stressed in this bill were not used for this purpose, what 
would it be used for ? 

Mr. Cores. My understanding is that it could be used by the Bonne- 
ville Power Administration to reduce power rates. 

Mr. Rocers. Could it be placed in the Treasury, in the general fund, 
to be used for general purposes ? 

Mr. Cores. Not if it was used to reduce power rates, there wouldn’t 
be any money there. 

Mr. Rogers. What I am talking about—you are talking about with- 
vut passing this legislation. 

Mr. Corgs. Yes, sir. 

Mr. Rocers. That it could be used or would be used. Is it neces- 
sary, or required that it be used to reduce the power rates? 

Mr. Cores. No, sir. If this legislation is—— 

Mr. Rocers. I am talking about if this legislation is not passed. 

Mr. Corrs. That is a question that is going to have to be answered 
when we get to it. When the first one of these payout—— 

Mr. Rocers. You mean by that there is no present law, so far as 
you know, saying that these funds, after payout of a project, must 
be earmarked and used to reduce power revenues. 

Mr. Cores. No, sir. When the Bonneville and The Dalles, and 
all of the rest of them were authorized it didn’t say. It is my under- 
standing that it didn’t say what would happen to those moneys when 
they were paid out. 

Mr. Rocers. Then, as the matter presently stands, if nothing else 
were done, these funds could be put in the Treasury to be paid out 
generally on the public debt, or buy tractors or defense purposes, or 
anything else. 

Mr. Cours. I asked that very question. I do not think that is right. 
I think they would go to reduce power rates. 
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Mr. Rogers. You think the law presently requires they be used 
to reduce power rates ? 

Mr. Corss. I do not think it required it, but I do not think it says 
anything about it, and I think unless the Congress specifically stopped 
them from doing it, it would be done. 

Mr. Rocers. You think it would be done? 

Mr. Cougs. Yes, sir. 

Mr. Rocers. You think it would be the intention of the Department 
of the Interior at the present time ? 

Mr. Cores. Yes. 

Mr. Utitman. Will the gentleman yield ? 

Mr. Rogers. Yes. 

Mr. Uttman. Would that not depend almost entirely upon the ad- 
ministration policy at the time? The administration in power, when- 
ever this occurred, would make that decision and they could make 
it either way, could they not ? 

Mr. Corrs. I think that is right, according to the legislation. I 
have asked that question and I do not get a very good answer, sir. 

Mr. Rocers. Then, according to your answer, Mr. Coles, the passage 
of this legislation would be necessary in order to prevent the utiliza- 
tion of those funds for the reduction of power rates? 

Mr. Cores. In their entirety, yes, sir. 

Mr. Rogers. What do you mean by their entirety ? 

Mr. Cotes. What I intended to say was that they can still be used 
to reduce power rates, but a certain amount, as allowed by the Con- 
gress, can be used to assist the further development of the area. 

Mr. Rocers. Let me ask you this: what is going to be our answer 
to the questions that are raised when this legislation gets to the floor, 
assuming that it does, that there are certain groups of people that do 
not want the possibility of power rates being reduced jeopardized. 

Mr. Cotes. There are some people who don’t want the power rates 
reduced. 

Mr. Rocrrs. They are the ones I am talking about. They are going 
to raise this question. 

Mr. Cotes. But, actually, in my opinion, cheap power is a fallacy. 
They have argued in the Pacific Northwest that cheap power brings 
aluminum companies into the Pacific Northwest. That isn’t true. 
We brought a few aluminum companies in there and since that time 
aluminum companies have been going to the Ohio Valley and the 
Southwest, where they are paying a much higher power rate than they 
are in the Pacific Northwest. 

The reason for that is freight rates. These are the answers that 
have been given me. 

A survey was made by past Governor Holmes of the State of Oregon 
as to what would cause industry to come into the State of Oregon. It 
is my understanding that power was No. 36 on that list, cheap power. 
Other things were the attitude of the people within the area toward 
new industry, facilities such as schools, recreation, and various other 
things were brought out in that report. 

I asked a manager of one of our sawmills, which is entirely elec- 
tric, how much he would have to raise the price of a thousand board 
feet of lumber if tomorrow his power rate was doubled. He brought 
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in his accountant and answered my question and after he had gone 
over the situation entirely, he said, “I couldn’t justify the raising of 
the price of lumber one cent.” 

Mr. Rogers. What you are saying is this, Mr. Coles: that the po- 
tential by the future expanding and development of these basins far 
outweighs the potential that would be produced by lower power rates, 
Is that right ? 

Mr. Cotes. I would like to give you another example. When I was 
in the city of Wenatchee in W ashington, the chamber of commerce 
there told me they had conducted a survey upon their orchards and 
lumber plants. What they wanted to find out was whether to get out 
and urge an aluminum plant to come into Wenatchee or have orchards, 
and they found 5,000 acres of orchards in the Wenatchee area were 
worth more to the city than an aluminum plant. 

Mr. Rogers. What is going to be our answer, Mr. Coles, to the argu- 
ment that these projects were all built and when they are paid out, 
that these funds ought to be used to pay on the public debt. or some 
other such purpose / 

Mr. Cores. There isn’t any authorization to do that, but if there is 
an argument against it, I think we have to develop the economy of this 
country. I think what you have is your answer to that. This com- 
mittee has authorized reclamation projects all over the 17 Western 
States, and you have done that because you believed in the develop- 
ment of this country. 

Mr. Rogers. W ell, these people arguing that point are going to say 
that is the trouble. The 17 Western States have been developed and, 
now that the profits are coming in, they are going to want to use 
those to help pay off the public debt. What is going to be our answer 
to that ? 

Mr. Corrs. There isn’t any law, at the present time, authorizing 
them to do it. 

Mr. Roe Ers. But the law is not going to stop the argument. You 
are going to have to lay a predic ate to get this legisl: ation passed. 
They say the law said the 17 Western States should be helped out 
by the reclamation law. 

Now, they say, we have developed that and the money has been 
spent to do it and now that the profits are coming in, we want to use 
those profits for payment on the public debt, which was.created par- 
tially by this development. 

What is our answer going to be tothat? 

Mr. Cotes. Of course, we are paying off our public debt in irriga- 
tion and in power and I think your answer is this: Your public works 
program goes to the entire United States. Your Army Engineers in 
New York and Pennsylvania and Florida and Virginia build flood 
control projects, bank protection projects and such as that, and they 
don’t pay a dime. Actually, the reclamation interests and public 
works are the only ones repaying anything. We have to pay to put 
the water on the land to make it productive, while the people in the 
Middle West and East have the water taken off the land to make it pro- 
ductive, but they don’t pay a dime. 

Mr. Rocers. I was hoping you would make that answer. I have 
been for that all the time and I wanted to get that in the record; 
that is what is going on. 
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Mr. Utitman. Will the gentleman yield? 

Mr. Rogers. Yes. 

Mr. Utitman. I would just like to keep the record straight. You 
have made an argument here, Mr. Coles, really in opposition to cheap 
power, whereas I believe you meant it to be an argument that recla- 
mation development is just as important as cheap power to the devel- 
opment of any given area. That is the concept behind this bill. 

Mr. Cours. That is right. 

Mr. Uttman. That does not mean this bill would raise power rates. 

Mr. Cotes. No, sir. 

Mr. Utiman. Or that you would be in favor of raising the power 

rates we have in the Pacific Northwest ? 

Mr. Cotes. No, sir; that is right. 

Mr. Utiman. I want that to be perfectly clear on the record because, 
in my opinion, they are both important and the concept of the bill is, 
or should be, that they both should go forward toward the fuller de- 
velopment of our are: ‘and the Nation. 

Mr. Corrs. Yes. 

Mr. Uneman. Thank you. 

Mr. Rocers. Mr. Westland, do you have any questions? 

Mr. WestLanp. I will reserve my time. 

Mr. Rogers. Mr. Burdick ? 

Mr. Burpick. No questions, Mr. Chairman. 

Mr. Rocers. Mr. Langen ? 

Mr. Lancen. No questions. 

Mr. Rogers. Thank you very much, Mr. Coles. 

Mr. Cores. Thank you, Mr. Chairman. 

Mr. Rogers. The Chair notices that one of our colleagues who is 
among the authors of the bill has come in, at this time. Mr. Porter, 
your statement was included in the record along with the statements 
of other authors of the bill. 

Mr. Porrer. That is fine, Mr. Chairman; I appreciate the speed of 
the committee. 

Mr. Rocers. If you have an oral statement, at this time, the Chair 
will recognize you. 

Mr. Porrer: I thank the Chairman. I am very much in favor of 
this legislation. There may be some clarifying amendments the com- 
mittee may want to make. Certainly, I think Mr. Coles’ testimony 
covered it very well, and I was glad to have a chance to hear the 
questioning. 

Mr. Rogers. Thank you very much. 

The next witness is Mr. D. P. Fabrick, director of the National Rec- 
lamation Association, from Montana. If you will come forward, you 
will be recognized. 


STATEMENT OF D. P. FABRICK, CHAIRMAN, MONTANA STATE 
PLANNING BOARD 


Mr. Fasrick. Mr. Chairman and members of the committee, my 
name is D. P. Fabrick. I am a rancher living at Choteau, Mont. I 
am a member of the Montana State Water Conservation Board and 
ney airman of the Sti ite Planning Board, and as you said, the Mon- 
tana Director of the National Reclamation Association. 
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Mr. Rogers. Do you have a written statement ? 

Mr. Fasrick. Yes. 

(Discussion off the record. ) 

Mr. Fasricx. Mr. Chairman, these statements were prepared to be 
used at the Senate hearing last FE riday morning, but I have corrected 
the number of the bill in the statement, and some of them I have 
signed. I do not know whether I signed those copies or not. 

“Mr. Rogers. The statement you filed with the reporter is signed. 

Mr. Faprick. Yes, itis. Isigned it this morning, sir. 

Mr. Rogers. Would you want to read that statement ? 

Mr. Fapsrick. Yes, it is very brief. 

Mr. Rogers. That will be fine. 

Mr. Fasrick. I appreciate the opportunity to make a brief state- 
ment in support of H.R. 3510 for the establishment of a Pacific North- 
west account. My statement shall deal primarily with the funda- 
mental, practical, and proven benefits and advantages of basin 
accounts. 

It is necessary for us in the semiarid regions of the Nation to em- 
ploy all practical means and methods to stabilize and st rengthen our 
economy. The scarcity and uncertainty of rainfall on the land is our 
basic agricultural and economic handicap. 

The placing of irrigation water upon the land is our best means to 
bring greater sts ability to our principal business of agriculture. Per- 
haps, of equal importance, we must also have greater industrial 
development. 

Fortunately, the great rivers of the West, the Missouri, the Colo- 
rado, and the Columbia offer us the opportunity for both agricultural 
stabilization and for industrial development. 

By comprehensive irrigation and power development the water re- 
rources of these great rivers can supply our two major economic needs, 

Under the provisions of the Flood Control Act of 1944, that part 
of the construction cost allocated to irrigation facilities that cannot 
be repaid by the water users is being repaid from net power revenues, 
credited to the Missouri Basin account. 

The Congress made similar provisions for the Upper Colorado 
River Basin in 1956. 

The operation of basin accounts is a logical, sound, practical, and 
highly successful arrangement. 

Through the oper ation of basin accounts, we can meet the two basic 
economic needs for agricultural stability and industrial growth. 

And only by the basin account method can the Federal Govern- 
ment be fully repaid for the cost of the power-generating installations 
and also the cost of the irrigation facilities. 

The Missouri Basin account has been in successful operation for 
15 years. In the Colorado River Basin great progress is now being 
made for future irrigation and industrial development because of a 
basinwide account. 

The basin accounts benefit the economy of the several States in- 
volved, and provide for full repayment to the U.S. Treasury of irri- 
gation construction costs. The basin accounts make possible the 
maximum utilization of our limited water supplies, so that thereby 
we may realize the potential in economic growth and make a maximum 
contribution to the national welfare. 
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I have never heard of any dissatisfaction with the operation of the 
already established basin accounts from any of the several States, or 
from the Federal agencies involved, nor from any other source. 

Through the establishment of the Pacific Northwest account, as 
provided : for in H.R. 3510, we seek similar provisions for the Columbia 
River Basin, that were heretofore established by the Congress for 
other basins, and that have proved to be sound, practical, and highly 
successful. 

Thank you, Mr. Chairman. 

Mr. Rogers. Thank you, Mr. Fabrick. 

Mr. Aspinall, do you have any questions? 

Mr. AsprnaLit. Mr. Fabrick, you do not really mean the statement 
you have on page 2, the third ‘from the last paragraph, that only by 
the basin account method can the Federal Government be fully repaid 
for the cost of the power-generating installations and also the cost 
of the irrigation facilities. 

What you mean, am I not right, is that unless you use the basin 
account, it is hardly practical to go ahead and authorize and con- 
struct further irrigation projects within a basin because the users 
cannot pay for them themselves. Is that not what you really mean? 

Mr. Fasrickx. That is right, I mean that. To establish a basis for 
the repayment of that part of the cost that the water users cannot 
repay. 

Mr. Asprnatu. That does not mean all projects, not projects that 
can pay for themselves. The basin account does not necessarily con- 
tribute anything to a project that can pay for itself because what the 
basin account does, it takes revenues that might come from a project 
that more than pays for itself, within the 50- year payout period, or 
beyond the 50-year payout period, and contributes to projects where 
the users themselves are unable to make payment. 

Mr. Fasrick. If I understand you right, Congressman, my state- 
ment would not apply to projects that can fully repay their construc- 
tion costs. 

Mr. Asprnatu. That is right. 

Mr. Fasricx. But I do not happen to know of any such projects. 

Mr. Asprnaty. Well, I am sorry to say that under the present rules 
and provisions under which we must operate now, I think that you 
are right. 

That is all. 

Mr. Rogers. Mr. Westland ? 

Mr. WestLanp. No questions. 

Mr. Rogers. Mr. Sisk ? 

Mr. Sisk. No questions, Mr. Chairman. 

Mr. Rogers. Mr. Langen ? 

Mr. Lancen. No questions. 

Mr. aro “Mr. Ullman? 

Mr. Uttman. No questions. 

Mr. Rocers. Mr. Anderson ? 

Mr. Anperson. I want to compliment you on making a trip out 
from Montana, and say again to this committee that Mr. Fabrick is 
a leading expert in the State of Montana on the utilization of our 


vater resources and on reclamation. I commend his statement to the 
committee. 
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Mr. Rogers. Mr. McGinley ? 

Mr. McGintey. I have no questions. 

Mr. Rogers. Mr. Burdick ? 

Mr. Burpick. No questions. 

Mr. Rogers. Mr. Fabrick, thank you for coming before the com. 
mittee. 

Mr. Fasrick. Thank you. 

Mr. Rogers. Our next witness will be Mr. Lorin W. Markham, 
director, National Reclamation Association, Spokane, Wash. 


STATEMENT OF LORIN W. MARKHAM, DIRECTOR, NATIONAL 
RECLAMATION ASSOCIATION, SPOKANE, WASH. 


Mr. Markuam. Mr. Chairman and gentlemen, I am Lorin Mark- 
ham, I am a director of the National Reclamation Association, from 
the State of Washington, as your chairman has said. I am also the 
manager of the Spokane, Wash., Chamber of Commerce. 

I must apologize, gentlemen, that I did not bring a written state- 
ment because I had intended that my remarks would be very brief. 
I will be glad to support anything I say by a written st: itement, if it 
is the wish of the committee. 

[ am primarily speaking to three points: first that there is a great 
recognition in the Northwest of the importance of reclamation to 
prov ride an economic base that not only supports the economy of the 
West to a great extent, but also is a major contribution to the entire 
Nation. 

Secondly, that there has become an accepted practice in special 
projects to use power revenues to support and make feasible projects 
such as the Columbia Basin and, I presume, in the same instance, Mr. 
Coles’ Crooked River project in central Oregon. 

Third, that there is a growing recognition on the part of reclama- 
tionists that if further projects, so badly needed for the future eco- 
nomic development of the Northwest, must also be supported, if they 
are to be developed and that the only practical way for their sup- 
port is through the method of a basin account such as is envisaged in 
” Pacific Northwest account. 

Gentlemen, that is my statement. 

Mr. Rogers. Mr. Aspinall? 

Mr. Asprnati. Mr. Markham, really the only philosophy that is 
involved in this program is that, in these areas where we have power 
projects, where the consumers purchase the power and pay out the 
project and pay back to Uncle Sam the money which the project cost, 
plus the interest, that they make regional programs and, because of 
that, it is logically correct to assume ‘that we can use any profits from 
those areas to continue the development of the area in which those 
projects are located ; is that not correct ? 

Mr. Marknam. That is true. 

Mr. Asprnaty. Rather than come to Uncle Sam and ask for a direct 
subsidy or a direct contribution for the continuance of the recla- 
mation program, we permit the locality to go ahead and make its 
contribution. 

Mr. Marxuam. That is right. 
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I would wish to add one thing, if it is permissible. We have some 
of the older projects in the State of Washington, which have high re- 
payment costs. This bill would permit some relief for the growers on 
those older projects to get. the benefit of a power assistance that has 
been voted to the newer projec ts in more recent years. 

Mr. Asprnaty. Mr. Markham, Mr. Coles, while he was before the 
committee, made a statement about some opposition in the State of 
Washington. Could you advise this committee as to the feeling of the 
people of your area where some of these great power projects are 
located ¢ Are the m: jority of them in favor ‘of this legislation, or are 
the majority of them opposed to it? 

Mr. Markuam. It is only fair to say there is a sensitiveness in cer- 
tain fields in our area to the legislation. In almost every instance in 
my experience where we have had the opportunity to sit down with 
the people who are questioning the legislation, we a in most in- 
stances, demonstrate to them and show them why it will be to the 
area’s adv antage and, therefore, to their advantage. 

It is true that some of our State agencies and some of our own peo- 
ple, Senators and Congressmen from our districts, have not supported 
the legislation. I do not know of any now, who are opposed to it. I 
may be wrong. I have the hope that as soon as we get back into the 
Pacific Northwest, Mr. Coles and I and others will have the opportu- 
nity to sit down with the executives of the aluminum industry in the 
Pacific Northwest to go over the legislation with them, believ1 ing that 
we can show that it is to their advantage that the development go 
forward, that the costs will be so small that the benefits will far out- 
weigh them. 

The concern at State headquarters in some of the offices of the 
State at Olympia, I believe, is lessening. I do not believe there is any 
active opposition to it, at this time. I do recognize that last year there 
was concern expressed. I believe that the fee ‘ling is changing. 

Mr. Asprnaty. Does the sensitiveness of the at least possible oppo- 
sition arise from the fact that consumer groups do look forward to a 
reduction some time of their power rates? Or is it due to the fact 
that this area, with all of the values which have come to it, are not in- 
clined to share with other areas which are not quite as fortunate? 

Mr. Markxuam. I do not believe it is the latter, and I do not believe 
it is the consumers. Now, this is a matter of opinion, of course, with 
me and observation. 

I do not believe there is much thought in the area that power rates 
would in any case be reduced, although I am speaking in a field of 
conjecture. There is a feeling, however, that possible lower cost dams 
will do the very same thing for the higher cost power dams that ap- 
parently is now going on, : and which would be done. 

As they pay out they would even a bit the cost of power from the 
higher dams. I think possibly that is the concern of the industrialists 
where they are taking a look at the legislation and also the concern 
of the public power people who are further ambitious for larger dams 
to be built by the Federal Government. But, I am in the ¢ of 
conjecture. I think the bill protects the power user very well. I do 
not think that the cost would be a factor of any material importance. 


Mr. Asprnatt. I thank you for a very considered statement. 
Mr. Rocers. Mr. Westland ? 
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Mr. WestLanp. No questions. 

Mr. Rogers. Mr. Sisk ? 

Mr. Sisk. No questions. 

Mr. Rocrrs. Mr. Ullman? 

Mr. Uttman. It is not your intention to preclude, then, the benefits 
of accounting that are given to irrigation from continuing to be ap- 
plied to future multiuse power and storage projects in the basin ? 

Mr. Marxnam. No, sir; there is no thought that they should be 
precluded. 

Mr. Utiman. And you have no intention of interrupting the type of 
arrangement we have now where higher cost projects are balanced off 
against the lower cost projects ? 

Mr. Marxuam. You are right, sir; there is no such intention. 

Mr. Utitman. Thank you. 

Mr. Rogers. Mr. Anderson ? 

Mr. Anverson. No questions. 

Mr. Rogers. Mr. McGinley ¢ 

Mr. McGrntey. No questions. 

Mr. Rocers. Mr. Morris‘ 

Mr. Morris. No questions. 

Mr. Rocers. Mr. Burdick ? 

Mr. Burpick. No questions. 

Mr. Rocers. Mr. Markham, one question: Do you anticipate the 
use of all of the funds that will be available as net power revenue 
within the projects encompassed within this legislation to be utilized 
in that basin for the further development of that basin / 

Mr. Markuam. I wouldn't believe so. I have no opinion on that 
effect. The reclamation support would be a very small portion of 
it. Ihave not thought that the entire benefit should be earmarked for 
thearea. I donot think any of our people do. 

Mr. Rocers. I mean, though, do you anticipate that the require- 
ments that will be necessary in that particular area will be such that 
all net power revenues that will be available can be utilized there on 
economically feasible projects? 

Mr. Markxuam. I believe the answer to that question is “No.” 

Mr. Rocers. You think there will be a substantial amount over 
and above to be used for other purposes ¢ 

Mr. Marxuam. I believe so. 

Mr. Rogers. Do you have any idea percentagewise ¢ 

Mr. Markuam. I am getting into a field now I am not competent 
to diseuss. Of course, who can tell what the food demands of the 
country are going to be by 2022. I think we can all recognize the 
great amount of land in the Pacific Northwest that could be brought 
under water, provided the Nation needed it. But, as we see it now, I 
can’t believe that any great proportion would be needed for this 
purpose. 

Of course, if I could speak to one point, I have spent many years in 
the grain and hay and feed industry in the Yakima Valley and I have 
seen since 1924 land under water that in 1924 we would not have 
anticipated would have been under water. So, it should be in the 
Nation’s interest that it would be necessary for the Northwest, I am 
sure you gentlemen would recognize it and would make the decision 
as to whether it would be used there or not. 
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Mr. Rocers. Thank you, sir. 

Thank you very muc -h, Mr. Markham. 

Mr. Markuam. I appreciate the opportunity of appearing before 
you. 
“ Mr. Rocers. We are glad to have had you. 

The next witness is Mr. Carlos C. Randolph of the North Unit 
Irrigation project, Madras, Oreg. 


STATEMENT OF CARLOS C. RANDOLPH, NORTH UNIT IRRIGATION 
DISTRICT, MADRAS, OREG. 


Mr. Ranpotex. Mr. Chairman and members of the committee, my 
name is Carlos Randolph. 

Mr. Rocers. Is that a written statement ? 

Mr. Ranpboupnu. Yes, sir. 

Mr. Rocers. Do you have copies of it? 

Mr. Ranpoupn. Yes, sir. 

Mr. Rogers. Fine. 

Mr. Ranvotrn. I am secretary-treasurer of the 50,000-acre North 
Unit Irrigation District, M: adras, Oreg., and am vice — of the 
Oregon Reclamation Congress, which was organized in 1909. The 
Oregon Reclamation Congress membership consists of Se irri- 
gation districts, and others interested in the development of the arid 
and semiarid lands of the West. 

Mr. Chairman, I have a copy of a letter from the president of the 
Oregon Reclamation Congress, Mr. Harold H. Hursh, endorsing this 
bill and also verifying the endorsement by the Oregon Reclamation 
Congress of this legislation. 

Mr. Rocers. Did you say a copy ? 

Mr. Ranpotpnu. A copy of a letter to Senator Murray, chairman of 
the Senate Interior Committee. 

Mr. Rogers. The or iginal was sent to the Senator? 

Mr. Ranpouen. That is right, sir. 

Mr. Rogers. Do you want that inserted in the record ? 

Mr. Ranvotren. I would like to have it. 

Mr. Rocrers. Would you prefer to have it inserted after your re- 
marks ? 

Mr. Ranpoteu. I would like to have it entered along with these res- 
olutions and other statements I will give you now, Mr. Chairman. 

Mr. Rocers. How many of those do you have ? 

Mr. Ranvotrn. I have four resolutions and five statements besides 
that one. I will enumerate them, if you care to have me do so. 

Mr. Rogers. What I was thinking about is in view of the fact that 
your statement is set up intact, the better procedure would be to in- 
clude those immediately following your statement. 

Mr. Ranvotex. All right, sir. 

Mr. Rocrrs. Let us take them one at atime. The letter from Mr. 
Harold Hursh, president of the Oregon Reclamation Congress, with- 
cut objection, will be inserted in the record immediately followi ing the 
written statement of Mr. Randolph. 

You may proceed. 

Mr. Rannotrn. Thank you. 
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I am appearing here in support of House bill 3683 and I am 
confident that I will be speaking the sentiments of many people in the 
Pacific Northwest. 

First, I would like to say that the bill does not establish a precedent, 
nor does it change any present law. It is only an enabling act that wil] 
provide for a basinwide accounting system of net power revenues, 
These revenues then can be used to assist in repaying that part of 
the costs of projects that are beyond the ability of the water user to 
pay in 50 years. 

In the past and even today, in the Pacific Northwest, specific or 
piecemeal legislation is necessary to accomplish the objective. 

In other words, a “basin account fund” accumulated from net power 
revenues received from federally constructed and operated power dams 
in the basin area, will be : accounted for in the Federal ‘Treasury and 
can be used for assistance in the repayment of construction costs of 
irr igation projects. 

It is a known fact, that in practically all of the irrigation projects 
that remain to be developed, the construction costs are beyond the 
ability of the water users to repay within the accepted 50 years’ 
limitation. Therefore, a basinwide coordinated plan of financing that 
portion beyond the ability of the water user to pay, would be accom- 
plished by the proposed act. 

I need not tell you that this is not a new — h in any sense of 
the word. The Central Valley project in California, the Missouri 
River Basin project and the upper Colorado River Basin project, are 
all basinwide financed projects, with net power revenues paying a 
large part of the repayment costs of the irrigation features. 

H.R. 3683 would place the Pacific Northwest, which includes the 
States of Washington, Idaho, Oregon and parts of Montana, Wyo- 
ming, Utah, and Nevada, in this same category. 

The bill also provides that the same feasibility study will be neces- 
sary as it is at the present time and congressional approval will al- 
ways be required, as it should be, before appropriations of funds and 
construction can begin. 

The enactment of this bill will be a great step forward in the orderly 
development of the natural resources of the Pacific Northwest. 

Projects such as ours, that have contracts with the Federal Govern- 
ment exceeding the 50-year period, would share the same advantage 
as projects constructed and now under construction, which have as- 
sistance from net power revenues. For example, the Crooked River 
project, now under construction, is only 26 miles from the project 
that I represent. The contract with water users of the Crooked River 
project provides for a 50-year payout schedule to the Federal Govern- 
ment and the costs in excess of their ability to pay will be paid by net 
power revenues from the Dalles Dam on the Columbia River. 

Our contract calls for a payout schedule of from 76:to 96 years, so 
you can readily see that the water users under the Crooked River 
project will have their contract fulfilled long before we will, and our 
project was completed in 1949. This is just one example to show the 
inequities that now exist between irrigation districts in the Pacific 
Northwest. 

One of the major benefits to the landowners of our project, with 
the enactment of this bill, will be the increased value of their lands 
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as far as long-term loans are concerned. With the long-term schedule 
of repayment that we now have, each acre has $240 charged against 
it for construction as against the Columbia River project lands, in 
Washington, which have $85-per-acre construction costs. 

I. therefore, earnestly urge approval and passage of this long 
needed legislation. 

Mr. Roeers. Thank you, sir. 

Mr. Ranrouen. At this time, Mr. Chairman, I would like to enter 
into the record with my statement resolutions of the Jefferson County 
Farm Bureau, Jefferson County Livestock Growers & Feeders Asso- 
ciation, Oregon Educational and Cooperative Farmers Union, and 
Madras Chamber of Commerce; statements of Ben Evick, chairman 
of the board of directors, North Unit Irrigation District, Henry 
Dussault, county judge, Jefferson County, Louis Olson, chairman, 
Jefferson County Water Resources Committee and county commis- 
sioner, and a statement from the board of directors of the North 
Unit Irrigation District, a statement of Boyd R. Overhulse, State 
senator, State of Oregon. 

Mr. Rogers. Are they all short resolutions ? 

Mr. Ranpo.trn. Some of them are quite long. 

Mr. Rogers. You have heard the request. 

Are there any objections 4 

If not, the statements will be included in the record in accordance 
with the request of the witness. 

(Documents referred to follow :) 

BuRNT RIVER IRRIGATION DISTRICT, 
Huntington, Oreg., January 18, 1960. 
Re Senate bill 1388 and House bill 3688. 
Hon. JAMES A. MURRAY, 
Senator, U.S. Senate, Washington, D.C. 

DearR SENATOR: The purpose of this letter is to provide you with factual argu- 
ment in support of enabling legislation listed in above caption. 

As a director of Burnt River Irrigation District for a period of nearly 25 
years, and as president of Oregon Reclamation Congress, I feel privileged to 
offer argument from a posture in direct contact with present complex problems 
incident to water development and uses. Water development has always been 
expensive when the cost burden has been borne for singular use such as irriga- 
tion. And little credit has been afforded in behalf of irrigation projects for 
reduction flood volumes and stabilizing streamflows through the year, thereby 
benefiting many other public and private uses such as recreation, fish and wild- 
life, municipal, industrial and power uses. The most lucrative of the foregoing 
list being the latter; namely, power developed from falling water. These com- 
pensatory multiple-use benefits are so broadly available to the general public 
that it is patently fair that a formula for equitable contribution toward water 
development costs, based on financial ability to pay, be adopted. Oregon Recla- 
mation Congress and Burnt River Irrigation District are in full accord in 
support of the above-mentioned bills. 

Very respectfully yours, 
OREGON RECLAMATION CONGRESS, 
Harowp H. Hursu, President. 


RESOLUTION 


Whereas there has been introduced in the Congress of the United States House 
bill 3510 to provide for the establishment by the Secretary of the Interior an 
account known as “Pacific Northwest account,” bill dealing with the part pay- 
ment on irrigation projects after 50 years; and 
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Whereas this “Pacific Northwest account” bill having been proposed and if 
enacted will greatly assist the irrigation farmers to carry the load of construc- 
tion costs that have been incurred in securing water for the arid lands in this 
and in other parts of Oregon, also other parts of the West ; and 

Whereas the assistance from the net power revenues produced by the large 
Government hydroelectric installations of the Western States is necessary to 
help these projects that have a high construction cost and cannot be paid out in 
the 50-year period as now required by law; that we feel that there should be 
some relief granted for the irrigation farmers living on the projects that cannot 
be paid out in 50 years also for the benefit of needed projects that can be cop- 
structed at the high costs that could not be otherwise constructed ; and 

Whereas this bill, we feel would treat all projects alike and at the same time 
would materially assist in bringing more lands under irrigation ; that by so doing 
would make more area for people to live and have a home of their own; and 

Whereas that under the terms of the bill as we understand it, only a part of 
the net revenues would be used and those revenues would be applicable after 
many of the hydroelectric projects have been paid out, so that the Government 
of the United States that originally built these projects had received all of their 
original costs; and 

Whereas that we do have a project in this immediate area, north unit of the 
Deschutes project that would be greately benefited in some 40 years; that the 
costs of said project were much higher than was originally anticipated ; that we 
feel that in this way our farmers and landowners can at some future time have 
the original costs reduced to such a figure that they can pay out without great 
handicap; and 

Whereas it may seem advisable in the future to enlarge this project as well as 
others built under similar circumstances; that if the same be enlarged and addi- 
tional lands taken in, the costs would be even higher than during the construe- 
tion of the original project; that our district would be in a better position to 
take care of the increased population that might in the future desire to settle in 
this part of Oregon: Now, therefore, 

Resolved, That we desire to go on record as favoring this Senate bill 1388 in- 
troduced by Senator Murray of Montana; that it was unanimously voted by this 
organization to support this bill and urge all of the Oregon delegation in Con- 
gress to use their utmost efforts to see the same made into law; that we feel 
it is to the best interests of all of the people of the Columbia River watershed: 
that all of the projects will eventually receive the same necessary benefit; that 
we request that this resolution as passed by this Madras-Jefferson County Cham- 
ber of Commerce be forwarded to the Oregon delegation in Congress; to the 
sponsors of this bill and that the same be used at the hearing before the com- 
mittees : that the same be spread on the minutes of this hearing, as the expression 
of the Madras-Jefferson County Chamber of Commerce. 

2assed March 2, 1959. 

Don LEHMAN, President. 
Howarp W. TURNER, Secretary. 


MADRAS, OrEG., January 18, 1960. 
Re House bill H.R. 3510 hearing January 25, 1960. 
Hon. Representative WALTER ROGERS, 
Chairman, Subcommittee, House Interior and Insular Affairs Committee, House 
of Representatives, Washington, D.C. 


DeAR REPRESENTATIVE Rocers: I am writing in regard to House bill 3510 
which I understand is before the Interior and Insular Affairs Committee for con- 
sideration and hearing on January 25, 1960. 

I wish to lend my support to the favorable consideration of this bill as the 
Pacific Northwest account principle is, in my opinion, a vital necessity in equal- 
izing present development of hydroelectric and irrigation development of the 
Columbia watershed area. 

At present there is a great variation from approximately $85 to $250 per acre 
construction charges on irrigation projects in this area. The future developments 
will be even more expensive as the less costly have already been established. 
While we recognize we are, at the moment, blessed with plentiful production of 
necessary foods and fiber, the future need of our expanding population will some 
day force the construction of these more expensive projects. 








It is 
likely ' 
js worl 
peen e: 

Wat 
of this 
to mee¢ 
coal, ¢ 

We 


0 


Hon. " 
U.S. F 
Chair 

0 


DE. 
endor 
the es 

We 
To sh 
whic] 
repa) 
you < 

Wwe 
on a 
antic 

It 
your 


of 1 


at 


an 
of 





PACIFIC NORTHWEST ACCOUNT 47 


It is well recognized that farming economy is in a cost-price squeeze and seems 
likely to continue in this relationship in the foreseeable future. This relationship 
js working a hardship on farmowners on irrigated projects where high costs have 
peen established. 

Water for hydroelectric development and irrigation is the only major resource 
of this northwestern area. We must depend on full development of this resource 
to meet the needs of the future and compete with other areas of our land where 
coal, oil, and other natural resources are found. 

Wetrust you, and your committee, will give this matter favorable consideration. 

Sincerely yours, 
LouIS OLSON, 
Chairman, Jefferson County Water Resources Committee and County 
Commissioner. 


JANUARY 14, 1960. 
Hon. WALTER ROGERS, 
U.S. Representative, Texas, 
Chairman, Subcommittee, House Interior and Insular Affairs Committee, House 
Office Building, Washington, D.C. 

Deak Mr. RoGers: The county court of Jefferson County, Oreg., heartily 
endorses all the features embraced in House bill H.R. 3510 which provides for 
the establishment by the Secretary of the Interior of a Pacific Northwest account. 

We feel it would be a great help to us in the Deschutes project in many ways. 
To shorten our present repayment schedule from 76 to 96 years down to 50 years 
which in itself would be an added attraction for prospective buyers. With our 
repayment cost of $240 per acre as compared with the Columbia Basin of $85, 
you can readily see that on a competitive basis we are considerably out of line. 

We also feel that all Federal development in the Pacific Northwest should be 
on a tie-in basis, such as power and reclamation. To meet the needs of our 
anticipated population growth in the next 10 years, this could be very important. 

It is our hope that you and your committee will concur in this and we urge 
your continued support. 

Very truly yours, 
JEFFERSON CouNTY CourRT, 
H. A. DUSSAULT, Judge. 


JANUARY 18, 1960. 
Representative WALTER Rocers, Texas, 
Chairman, Subcommittee on Insular Affairs, 
Washington, D.C. 

DEAR REPRESENTATIVE RoGeRS: As president of the north unit irrigation proj- 
ect and as a taxpayer of Oregon I am writing in favor of H.R. 3510 which is 
slated for hearing later this month before your committee. 

We who are paying full construction charges on Federal constructed irriga- 
tion projects feel we should not be treated any different than the people on the 
projects that now come under legislation charging the balance we are unable to 
pay beyond a 50-year payment, to our Federal power projects. 

We farmers living in the irrigation projects will leave a heavy debt on our 
grandchildren to pay 90 years from now as the law stands, which we feel 
should not be. This should be cared for before that time. 

The business of our communities receive considerable benefits from our irri- 
gation projects as well as the income tax we farmers pay each year to the 
Federal Government. 

In closing, once again, I urge your support in passing this bill to the floor 
of the House for final passage by the Senate. 

Very truly yours, 
Ben Evicr, 
State Representative of Oregon. 





RESOLUTION 


Whereas there has been introduced into the Congress of the United States, 
a bill, H.R. 3510, known as the Pacific Northwest account : and 

Whereas for several years, net power revenues from Government-constructed 
and operated hydroelectric power dams have been assisting in paying that part 
ef the cost of construction of irrigation projects which have been determined 
to be in excess of the landowner’s ability to pay in 50 years; and 
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Whereas projects in the Pacific Northwest have received assistance from net 
power revenues, only by specific legislation, and thereby discriminating againgt 
several projects which have contracts up to 100 years ; and 

Whereas the proposed legislation would treat all projects constructed by 
the Government on the same basis and with Congress still in charge of al] 
authorizations, and feasibility reports would still be necessary before ¢op- 
struction of any project: Now, therefore, be it 

Resolved, That Jefferson County Farm Bureau earnestly urges the early 
passage of this bill, which will place all Government-constructed irrigation 
projects that have a contract with the landowners with payout schedules jy 
excess of 50 years and future projects on an equitable payout basis. 

JOHN CHorTarRD, President. 
ROSABELLE Roat, Secretary, 


RESOLUTION 


Whereas it has long been an established policy for net power revenues to be 
used to pay that part of the cost of construction of Federal irrigation projects 
above the ability of water users to pay in 50 years ; and 

Whereas this has been authorized by specific legislation and many projects al- 
ready constructed have a payout period with the Federal Government in excess 
of 50 years, which is not in line with present-day policies; and 

Whereas with the passage of H.R. 3510, a uniform policy for the Pacific North- 
west would be accomplished : Now, therefore, be it 

Resolved, That the Jefferson County Livestock Growers & Feeders Associg- 
tion urge the early passage of this bill, called the Pacific Northwest Account, 

WARREN Pripay. 
HERSCHEL ReEap. 
DEAN KING. 


RESOLUTION 


To Interior and Insular Affairs Committee, U.S. Senate, Washington, D.C.: 
Whereas there has been introduced into the House of Representatives of the 
United States, a bill H.R. 3510, known as the “Pacific Northwest Account”: 
and 
Whereas for several years, net power revenues from Government-constructed 
and operated power installations have been assisting in paying that part of the 
cost of construction of irrigation projects in the Pacific Northwest, which has 
been determined to be in excess of the ability of the landowner to pay in 50 
years ; and 
Whereas this policy has been carried out by specific or piecemeal legislation 
and some presently constructed and completed. irrigation projects have con- 
tracts with the Federal Government for payout periods in excess of 50 years: 
Now, therefore, be it 
Resolved, That the Gateway-Agency Plains Local No. 277, Oregon Educational 
& Cooperative Farmer’s Union, urge the early passage of this bill, which will 
place all Government-constructed irrigation projects on an equitable basis for 
paying back to the U.S. Treasury, their fair share of construction costs. 
H. Warp FARRELL, President. 
C. S. Lueiire, Secretary. 


JANUARY 18, 1960. 
Re House bill H.R. 3510. 


Representative WALTER ROGERS, 
Chairman, Subcommittee Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 


DEAR REPRESENTATIVE Rocers: I understand that hearings are to be held 
on the above-mentioned bill in the near future and I wish at this time to 
express my support for the bill and which view is also held almost unani- 
mously by the people of this area. 
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We feel there is nothing new or novel about the theory involved here and 
that it is only fair and right that this should be done. 
Very truly yours, 
Boypb R. OVERHULSE. 


Nortru Untr [rRR1GATION DISTRICT, DESCHUTES PROJECT, 
Madras, Oreg., January 13, 1960. 
Hon. WALTER ROGERs, ; 
U.S. Representative, Texas, Chairman, Subcommittee on Irrigation, Interior and 
Insular Affairs Committee, Washington, D.C. 

DEAR CONGRESSMAN ROGERS AND MEMBERS OF THE COMMITTEE: The board of 
directors of the North Unit Irrigation District, Madras, Oreg., heartily endorse 
House bill H.R. 3510 and urge its early consideration and passage during this 
session of Congres Ss. ; ; 

Construction of our 50,000-acre project was initiated in 1938 and completed 
in 1949. Our contract with the Federal Government calls for a repayment pe- 
riod of from 76 to 96 years. Since the time our contract was negotiated, the 
trend has been toward shorter payout periods and in most cases not to exceed 
50 years. In other words, the contracts are based upon the ability of the water 
users to repay their share of the construction cost in 50 years, leaving the balance 
for net power revenues from federally constructed power dams to assume. 

This enabling act would certainly place our project on a more sound payout 
basis and would eliminate the discrimination that now exists in the Pacific 
Northwest. ; 

This is not a new approach in any way, since power revenues have assisted 
in the construction costs of reclamation projects for many years. This act 
would eliminate the necessity for specific and so called piecemeal legislation 
that is now necessary for the authorization of almost any new reclamation 
project. 

Signed : 

BEN Evick, Chairman. 
RALPH FRIESEN, 
O. C. HEDGEPETH. 

Mr. Rogers. The Chair recognizes Mr. Aspinall for any questions 
he may have. 

Mr. AspinAuu. Mr. Randolph, your statement is at least frank. 
Do I understand that if this legislation should happen to become law, 
then your district and others in a like situation are immediately going 
to apply for an amended contract and ask for amendatory legisla- 
tion placing them back in the 50-year repayment period 

Mr. Ranpotren. That is right. 

Mr. Aspinaty. What do you think that is going to do to the reclama- 
tion program throughout the i of the 17 Western States 

Mr. Ranpoteu. Mr. Aspinall, I do believe it would have very little 
bearing upon any future program or the carrying out of any future 
program in the 17 Western States, since—— 

Mr. Aspinatu. Do you realize that there are many projects where 
the repayment period has been increased to 90 years, 100 years, to over 
100 years, and that although we forgive some of the costs of con- 
struction on some projects, we have not yet said to the water users of 
those projects that we are going to put you back now to the 50-year 
payout period. 

Mr. Ranpotrn. Mr. Aspinall, I would like to answer it by stating 
there are 11 projects spelled out. in this legislation, this whole sum 
and aggregate would be around $30 million, which is only 6 percent 


of the amount which is already allocated from power revenues at the 
present time to assist in other projects. 
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The other thing I would like to state is that, had the Congress of 
the United States, and possibly some of the members of this com- 
mittee known the ultimate costs of this project I represent at the 
time it was authorized, it probably would not have been built today, 

Mr. AsprnaLi. Did the users ask for it ? 

Mr. Ranpvoten. They asked for it at a cost that was felt by Con- 
gress and by them that was reasonable and since that time, ‘due to 
war conditions, due to the inflation, the cost went up from $8 million 
to $12,130,000. 

Mr. Asprnat. You see, I am not so much interested in the costs 
that are involved and I am not so much interested in sometime in 
the future where it is found that it is inequitable to continue these 
long payout periods, but I am interested in the principle that is going 
to be involved. 

As far as I know, this is the first attempt we have had to establish 
a basin account and then bring in other projects that have been au- 
thorized with the knowledge of the extended p: iyout period, and I am 
very critical of it. 

I have one or two of such projects in my district. For you folks 
to sit there pleading the passage of this legislation and then imme- 
diately come in after it is passed, and ask for its benefits, it seems to 
me is not in accordance with, at least what. I understand the previous 
witnesses to state was the objective of this bill, and that is to bring 
in other reclamation projects, when they are needed. 

Mr. Ranpvotpn. I think I can answer that very briefly by stating 
the fact that since about 1953 the thinking of the budget committee, 
and of Members of Congress, has changed completely to what it 
was, say 10 years ago, when these projects, such as ours were au- 
thorized. 

Mr. Asprnatu. Let us be perfectly honest, it started under the pre- 
vious administration, it did not start under this one. The Budget 
Bureau became difficult under the Truman administration. 
have to go back further than 5 or 6 or 7 years. 

Mr. Ranvoipy. But you still can explain it by that procedure, Mr. 
Aspinall. 

Mr. AsprnaLyt. You may be able to explain it. 

It may be difficult. T appreciate the frankness with which you 
brought out your wishes. It is the first time it has been brought to 
my attention in such a manner. 

Mr. Uttman. Will the gentleman yield? 

Mr. AsPrnatu. Yes; I yield. 

Mr. Uriman. The gentleman mentions the fact these people would 
come in after this legislation is passed. I am sure the gentleman 
knows the projects are listed and enumerated in the bill. 

In other words, the legislation would bring Mr. Randolph's project 
and 12 other projects in the Pacific Northwest into the account on 
the same basis as new projects. 

I, for one, believe that is the equitable procedure. 

Mr. Asprnaty. The gentleman is arguing with me, at this time. Let 
us save the arguments until we get into executive session. 

Mr. Utitman. I thank the gentleman for yielding. 

Mr. Rogers. Mr. Westland ? 

Mr. WestLanp. No questions. 

Mr. Rocers. Mr. Langen ? 


So, we 
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Mr. Lancen. No questions. 

Mr. Rocers. Mr. Sisk ? 

Mr. Sisk. No questions, Mr. Chairman. 

Mr. Rocers. Mr. Ullman ? 

Mr. Utiman. I just want to commend Mr. Randolph for a very 
excellent and well prepared statement. I am certainly glad to have 
you here. 

Mr. Rogers. Mr. Anderson ? 

Mr. ANDERSON. No questions. 

Mr. Rogers. Mr. Morris? 

Mr. Morris. No questions. 

Mr. Rocers. Mr. Burdick ? 

Mr. Burpick. No questions. 

Mr. Rocers. Mr. Randolph, just one question. 

What you are actually saying is this: That the need for this legis- 
lation is not confined to new projects, but is to be used for the purpose 
of creating a balance insofar as benefits are concerned, related to 
existing projects. 

Mr. Ranpotrn. That is right, Mr. Chairman, and put us on even 
footing with other projects that are now under construction. 

Mr. Rogers. In other words, it would bring about a balance insofar 
as benefits are concerned, and you expect to go in and ask for those 
benefits immediately upon the passage of the legislation ? 

Mr. Ranvoten. That is right, sir. 

Mr. Rocers. ‘Thank you. 

Our next witness is Mr. Paul L. House of the Owvhee project at 
Nyssa, Oreg. We are glad to have you, Mr. House. You are recog- 
nized. 


STATEMENT OF PAUL L. HOUSE, PROJECT MANAGER, OWYHEE 
IRRIGATION PROJECT, NYSSA, OREG. 


Mr. House. My name is Paul House. I reside at Nyssa, Oreg., and 
am project manager of the north board of control of the Owyhee i irri- 
gation project loc ‘ated in Malheur C ounty, Oreg. 1 am appearing on 
behalf of the north and south boards of control of said Ow yhee project 
and represent approximately 1,973 water users of said project located 
inthe States of Idaho and Oregon. 

We approve and endorse the enactment of H.R. 3510 as it will assist 
in the progress and development of irrigation projects in the Pacific 
Northwest. 

This legislation provides an equitable distribution of construction 
costs among the projects which contribute to the power pool of the 
Pacific Northwest. ‘The irrigation projects which have been con- 
structed to control and store the high spring runoff on the upper 
tributaries of the Columbia River system assist materially in leveling 
of stream flows of the Columbia and Snake Rivers. The water stored 
in these irrigation reservoirs in the spring is released during the sum- 
mer months for the irrigation of lands adjacent to the rivers with the 
return flow water from the projects supplementing the low summer 
riverflows, thus increasing the firm power output of the downstream 
a dams. In this manner, the irrigation projects contribute to the 

nefits the entire area receives by making additional firm power 
available. 
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New projects, as constructed, will have a tendency to increase these 
low summer flows, thereby increasing the benefits to be obtained at 
the downstream powerplants. 

The constructed projects with payout periods in excess of 50 years, 
which are referred to in section 4(c) of the bill, including the Owyhee 
Federal reclamation project, should be included in the proposed ac. 
count in order to place them on an equitable economic basis with the 
other projects which are in the process of construction and are now 
receiving the benefits of power revenue assistance assigned to these 
projects by virtue of their own or adjacent power-generating 
facilities. 

Aside from the power-generating advantages resulting from the 
existence of irrigation projects in the Northwest, these irrigation 
projects, in many ways, add immeasurably to the general economy of 
the Pacific Northwest and the Nation as a whole by creating locales 
for population expansion, demand for products m: inufactured in all 
other sections of our Nation and production of food and other com- 
modities necessary to our national welfare. 

It is our opinion that the areas affected by these irrigation projects 
in the course of their normal development will not only pay for these 
power projects by the local use of power, but will more than sustain 
their proportionate share to the cost of government by tax contribu- 
tions. 

It is respectfully urged that this committee take favorable action 
on this bill and that it support the passage of this legislation. 

Mr. Rocers. Thank you, Mr. House. 

( Discussion off the record. ) 

Mr. Rocers. Mr. Aspinall, do you have any questions ? 

Mr. Asprnati. Mr. House, the Owyhee project is in the same pOsi- 
tion as the project concerning which Mr. Randolph spoke, is that 
correct ¢ 

Mr. House. That is correct, sir. 

Mr. Aspinatn. And it is your desire to have this legislation go 
ahead and clip off the additional years after the 50-year payout pe- 
riod in your projec t, is that right ? 

Mr. Howse. That is correct. 

Mr. Asprnatu. Is that as of the time the first payment was made, or 
is that 50 years from the date of the approval of the legislation? 

Mr. Houser. That will be up to Congress to decide. 

Mr. Asprnati. What does this say ? 

Mr. Howse. It says in the bill after the project has repaid for 
period of 50 years according to their ability. 

Mr. Asprnatu. That is all. 

Mr. Rocers. Mr. Westland ? 

Mr. Westianp. Is your project receiving any aid from power reve- 
nues now? 

Mr. Howse. No, sir; it is not. 

Mr. Westianp. That is all. 

Mr. Rogers. Mrs. Pfost ? 

Mrs. Prosr. No questions. 

Mr. Rocers. Mr. Langen? 

Mr. LANGEN. No questions. 

Mr. Rogers. Mr. Sisk? 
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Mr. Sisk. No questions. 

Mr. Rocers. Mr. Ullman? 

Mr. Uttman. I just want to welcome Mr. House here and commend 
him. His project is in my district, and it certainly represents one of 
the fine irrigation projects in the West. I commend you for the way 
you are operat ing the project. 

Mr. House. Th: ank you. 

Mr. Rogers. Mr. Anderson ? 

Mr. AnprErSON. I have no questions. 

Mr. Rocers. Are there other questions / 

Thank you very much. 

Mr. House. I also have resolutions from the Vale project of Oregon 
and the Nyssa Chamber of Commerce, and also the Vale Chamber of 
Commerce, and the statement by South Board of Control addressed to 
Chairman Murray, and also a ‘resolution from the Ontario Chamber 
of Commerce, w hich I would like to have included in the record. 

Mr. Rocers. Is there objection ? 

The Chair hears none, and it is so ordered. 

(Documents referred to follow :) 


RESOLUTION ENDORSING S. 1388 ANpD H.R. 3510 


Whereas the watershed of the Vale, Oreg., Irrigation District is a part of 
that area in the State of Oregon draining into the Snake River and is a part of 
the watershed draining into the Columbia River ; and 

Whereas the Agency Valley Reservoir on the North Fork of the Malheur River 
and the Warmsprings Reservoir on the Middle Fork of the Malheur River pres- 
ently withhold freshet waters and the proposed Bully Creek extension of the 
Vale Federal project, when constructed, will also withhold floodwaters, draining 
into the Columbia Basin watershed ; and 

Whereas each of the three projects contribute to a firm flow of the main stream 
later in each season and therefore contribute to the firm power deliverable under 
the power projects on the stream below us; and 

Whereas we believe that all projects contributing to the output of the Columbia 
Basin system should participate in varying degrees in the net profit of such 
Federal power project : Now, therefore, be it 

Resolved by the board of directors of the Vale, Oreg., Irrigation District, being 
assembled and meeting on this 18th day of January 1960, all members being 
present, That 

1. The Vale, Oreg., Irrigation District does hereby endorse the bills now in 
Congress which propose to bring about the accomplishment of such desirable 
results, and does specifically endorse 8. 1388 and H.R. 3510: 

2. That a copy of this resolution be filed with the subcommittee of the Sen- 
ate Committee on Interior and Insular Affairs, and the Subcommittee on Irri- 
gation of the Committee of Interior and Insular Affairs of the House of Rep- 
resentatives and that one copy be delivered to each, U.S. Senator Wayne Morse, 
U.S. Senator Richard Neuberger, and U.S. Representative Al Ullman, Second 
Congressional District of Oregon. 

Director Earl Flock moved the approval of the foregoing resolution, Direc- 
tor Benny Maag seconded, and it was unanimously adopted by the board of 
directors. 

JOHN JAcoBs, Chairman. 

Attest: 

[sea] THERON RiIcHArRDSON, Secretary. 


STATE OF OREGON, 
County of Malheur, ss: 

I, Theron Richardson, the duly elected, qualified and acting secretary of the 
Vale, Oreg., Irrigation District, do certify that the above and foregoing resolu- 
tion was regularly adopted at a meeting of the board of directors held on the 
sth day of January 1960, at which meeting all directors were present, Direc- 
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tor Earl Flock moving the approval of the foregoing resolution, Director Benny 
Maag seconding, and it being unanimously adopted, and I further certify that 
John Jacobs is the chairman of the board of directors. 

Dated this 19th day of Jauuary 1960. 

THERON RICHARDSON, 
STATE OF OREGON, 
County of Malheur, ss: 

I, Theron Richardson, secretary of the Vale, Oreg., Irrigation District, do 
hereby certify that I have prepared the foregoing copy of resolution and have 
earefully compared the same with the original thereof: and that it is a correct 
transcript therefrom and of the whole thereof. 

Vale, Oreg., dated the 19th day of January 1960. 

THERON RICHARDSON. 


RESOLUTION ENbDORSING S. 1388 AND H.R. 3510 


Whereas the watershed of the Vale, Oreg., Irrigation District is a part of that 
area in the State of Oregon draining into the Snake River and is a part of the 
watershed draining into the Columbia River; and 

Whereas the Agency Valley Reservoir on the North Fork of the Malheur 
River and the Warmsprings Reservoir on the Middle Fork of the Malheur 
River presently withhold freshet waters, and the proposed Bully Creek exten- 
sion of the Vale Federal project, when constructed, will also withhold flood. 
waters, draining into the Columbia Basin watershed ; and 

Whereas each of the three projects contribute to a firm flow of the main 
stream later in each season and therefore contribute to the firm power deliver. 
able under the power projects on the stream below us; and 

Whereas we believe that all projects contributing to the output of the Colun- 
bia Basin system should participate in varying degrees in the net profit of such 
Federal power project : Now, therefore, be it 

Resolved by the members of the Chamber of Commerce, Vale, Oreg., being 
assembled and meeting on this 19th day of January 1960, a quorum being pres- 
ent, That— 

1. The Vale, Oreg., Chamber of Commerce does hereby endorse the bills now 
in Congress which purpose to bring about the accomplishment of such desir- 
able results, and does specifically endorse S. 1388 and H.R. 3510; 

2. That a copy of this resolution be filed with the subcommittee of the Senate 
Committee on Interior and Insular Affairs, and the Subcommittee on Irrigation 
of the Committee of Interior and Insular Affairs of the House of Representatives 
and that one copy be delivered to each, U.S. Senator Wayne Morse, U.S. Senator 
Richard Neuberger and U.S. Representative Al Ullman, Second Congressional 
District of Oregon. 

Don Denning, moved the approval of the foregoing resolution and Kenneth 
Johnson, seconded, and it Was unanimously adopted by the members. 

ELMER JOHNSON, President. 

Attest: 

Don C. Hosier, Secretary. 
STATE OF OREGON, 
County of Malheur, ss: 


I, Don C. Hosler, the duly elected, qualified and acting secretary of the 
Chamber of Commerce, Vale, Oreg., do certify that the above and foregoing 
resolution was regularly adopted at a meeting of the members of the chamber 
of commerce, held on the 19th day of January 1960, at which meeting a quorum 
was present, Don Denning moving the approval of the foregoing resolution, 
Kenneth Johnson seconding, and it being unanimously adopted, and I further 
certify that Elmer Johson is the president of the Vale Chamber of Commerce. 

Dated this 19th day of January 1960. 

Don C. HOSteEr. 
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THE NYssa CHAMBER OF COMMERCE, 
Nyssa, Oreg., January 7, 1900. 
COMMITTEE ON INTERTOR AND INSULAR AFFAIRS, 
SuBCOMMITTEE ON IRRIGATION, 
Water Rogers, Chairman. 

GENTLEMEN : Please be advised that the Nyssa Chamber of Commerce, at our 
regular meeting January 6, 1960, passed a resolution favoring the passage of 
House bill 3510, a bill to provide for the establishment by the Secretary of the 
Interior of a Pacific Northwest account, and for other purposes. 

Favorable action by your committee on this bill will be appreciated by our 
group. 

Sincerely, 
RALPH G. LAWRENCE, Secretary. 


JANUARY 16, 1960. 
Chairman MuRRAY, 
Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

Dear Sik: At a special meeting of the South Board of Control of the Owyhee 
project held at their office January 16, 1960, it was upon motion by Claude 
Bachus, seconded by Don Parker, and carried unanimously to support and urge 
the passage of bill S. 1388, to provide for the establishment by the Secretary 
of the Interior of a Pacific Northwest account, and for other purposes. 

Yours very truly, 
Ray PrirsHAtt, President. 


Attest: 
Forrest THOMPSON, Secretary. 


ONTARIO CHAMBER OF COMMERCE, 
Ontario, Oreg., January 18, 1960. 
Hon. JAMES A. MURRAY, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

Dear SENATOR Murray: At our regular board of directors meeting this noon 
at the Moore Hotel, we passed a motion approving the following resolution, to 
wit: 

“Whereas, S. 1388, a bill to establish a Pacific Northwest account and for 
other purposes as stated, is deemed important legislation for the continued 
development and economic benefit of the Pacific Northwest, and 

“Whereas S. 1388 would assist the water users of Malheur County to obtain 
equitable distribution of excess power funds for their assistance and relief on 
the same basis with the water users on other irrigation projects constructed or 
being constructed in the Pacific Northwest, and 

“Whereas further irrigation development in Malheur County will depend on 
additional moneys from net power revenues as embodied in this bill, now there- 
fore, 

Be it resolved, That the Ontario Chamber of Commerce urge the Committee 
on Interior and Insular Affairs approve S. 1388 and support the enactment of 
legislation to promote the objectives contained therein.” 

Yours truly, 
O’NeILt Hottoway, President. 
H. F. Locus, Secretary. 


Mr. Rocrers. The committee will recess until 1:30 p.m., at which 
time we will resume these hearings to try to complete the witnesses’ 
testimony this afternoon. 

(Whereupon, the subcommittee was recessed, to reconvene at 1:30 
p.m., the same day. ) 

AFTERNOON SESSION 


Mr. Rocrers. The subcommittee on Irrigation and Reclamation will 
come to order for further consideration of pending bills. 
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I believe our next witness is State Senator George Crookham of 
Caldwell, Idaho. 

Senator, if you will come forward, you are recognized. 

Mrs. Prost. Mr. Chairman ? 

Mr. Rogers. The gentlelady from Idaho. 

Mrs. Prost. Mr. Crookham comes from my home county of C anyon 
and is a highly respected citizen. He ser ved three terms, in the State 
pee ature, in the house. He has also served as mayor of the ¢ ity of 

Caldwell, which is the county seat of our county. 

He has always been diligent and influential in his efforts to stimn- 
late interest in the development of our water resources in Idaho, and 
particularly on the Snake River. 

Mr. Crookham has for a number of vears advocated a basin account 
and other projects that would be he!pful to the development of our 
State. 

Mr. Crookham, it is good of you to take the time to come all the 
way back here to give us the benefit of your valuable testimony. We 
are most happy to have you with us. 


STATEMENT OF HON. GEORGE CROOKHAM, JR., STATE 
REPRESENTATIVE, CALDWELL, IDAHO 


Mr. Crookuam. Thank you, Congresswoman Pfost. 

Mr. Rogers. Weare very happy to have you. 

Although you look very favorable, this additional endorsement by 
our esteemed colleague, the gentlewoman from Idaho, places you in 
a most enviable position. 

Mr. Crookuam. Thank you very kindly, sir. 

Mr. Rogers. You may proceed, Senator. If you like, you may be 
seated if you desire. 

Mr. Crookuam. Thank you. 

For the record Iam a representative in the lower house, sir. 

Mr. Rogers. You are what ? 

Mr. Crookuam. A representative. 

Mr. Rocers. A representative, a State representative / 

Mr. Crookuam. A State representative. 

Mr. Rocers. I see. 

There has been a lot of reference made to the upper and lower 
houses. We do not recognize that upper and lower house situation 
over here. 

Weare glad to see that you are in the — house, let us say. 

Mr. Crookuam. Thi ink you. I feel quite at ease. 

After my testimony is complete, which w i be quite brief, there are 
two resolutions, one from the Caldwell Chamber of Commerce, a one- 
page resolution, which is signed, and another from the board of diree- 
tors of the Black Canyon Irri igation District, a replica of the original. 

Mr. Rogers. Without objection, those resolutions will be included 
following the remarks of Mr. Crookham. 

Mr. CrookHam. fan s reclamation projects will cost: more 
than the water users can possibly repay. More reclamation of arid 
land will be required for a growing America. Agricultural know- 
how, however great, cannot match the ec onomics of new land. 
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The time for programing isnow. Our Nation has never sanctioned 
the economic s of scarcit Vy. 

The amount of public funds available for reclamation projects un- 
der total water-user repayment has passed the limit of his pocketbook. 
However, sharing plans, as the Pacific Northwest account, are invest- 
ments in the health of America. Mr. Public’s cash is returned with 
interest. Congress is still the boss. 

Future new-land users must meet the basic criteria of “Can I farm a 
decent living and still pay my bills.” Unassigned Federal] power 
revenues from the Pacific Northwest are a necessary companion in 
total water development. 

Moreover, private power should be allowed to participate (amend- 
ments 1 and 2 attached). To deny the participation of private power 
in future reclamation projects is a break from the very thing that 
helped make America—proprietorship. 

Mr. Rogers. Mr. Crookham, without objection your several titles 
and membership will be included following your statement. 

(The information follows:) 


THE Paciric NORTHWEST ACCOUNT 


Testimony of G. L. Crookham, Jr., Caldwell, Idaho, before the House Committee 
on Interior and Insular Affairs, Subcommittee No. 1, Irrigation and Reclama- 
tion, January 25, 1960, Washington, D.C., on H.R. 3510 (Ullman), H.R. 3668 
(Metealf), H.R. 3683 (Pfost), H.R. 3487 (May) 


Tomorrow's reclamation projects will cost more than the water users can pos- 
sibly repay. More reclamation of arid land will be required for a growing 
America. Agricultural know-how, however great, Cannot match the economics 
of new land. 

The time for programing is now. Our Nation has never sanctioned the 
economics of scarcity. 

The amonut of public funds available for reclamation projects under total 
water-user repayment has passed the limit of his pocketbook. However, sharing 
plans, as the Pacific Northwest account, are investments in the health of America. 
Mr. Public’s cash is returned with interest. Congress is still the boss. 

Future new-land water users must meet the basic criteria of “Can I farm a 
decent living and still pay my bills.” Unassigned Federal power revenues from 
the Pacific Northwest are a necessary companion in total water development. 

Moreover, private power should be allowed to participate (amendments 1 and 
2 attached). To deny the participation of private power in future reclamation 
projects is a break from the very thing that helped make America—proprietor- 
ship. 

Respectfully, 
G. L. CROOKHAM, Jr 
Secretary, Pacific Northwest Irrigation Account League; Member, Idaho 
Delegation, Columbia Interstate Compact Commission; Member, Rec- 
lamation and Irrigation Committee, 1959 Tdaho State Legislature as a 
Representative From Canyon County; Delegate From Idaho to Inter- 
state Conference on Water Problems; Vice President From Idaho to 
Vational Rivers and Harbors Congress and Member of Irrigation Com- 
mittee; President, the Guffey Water Development Association; Member, 
tgricultural Research Committee of the National Reclamation Associa- 
tion; Chairman, Reclamation Committee, Caldwell, Idaho, Chamber of 
Commerce; President, Crookham Co., Caldwell, Idaho. 


PACIFIC NORTHWEST IRRIGATION DEVELOPMENT AND FINANCING 


Whereas the development of multipurpose irrigation projects are essential to 
full utilization of the Pacific Northwest water supplies and land, and 

Whereas the use of power revenues to aid repayment of irrigation costs has 
been in effect since April 16, 1906, and 
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Whereas the use of Federal power revenues to offset costs of reclamation 
projects is becoming more and more important, and 

Whereas such policy is embodied in Senate bill S. 1888 now in Committee and 
scheduled to be heard this 1960 session of Congress: Now, therefore, be it 

Resolwed, That— 

(1) The directors of the Caldwell Chamber of Commerce of Caldwell, Idaho, 
endorse the principles embodied in S. 1388 which provide integrated planning, 
development, operation, and financing of Federal water development projects 
within the Pacific Northwest, and the use of Pacific Northwest Federal] power 
revenues to aid irrigation and to act as a paying partner with the water user 

(2) That such development should be undertaken in an orderly and tenoreg 
manner, commensurate with economic demands and dollar value. 

(3) That the authorization of federally accountable projects be an act of 
Congress. 

CALDWELL CHAMBER OF COMMERCE, 
T. W. DAKAN, President. 
E. J. Coie, Secretary. 

CALDWELL, IDAHO, January 5, 1960. 


RESOLUTION FOR PACIFIC NORTHWEST ACCOUNT 
By Board of Directors, Black Canyon Irrigation District, Notus, Idaho 


Whereas hearings on S. 1388 are scheduled for January 22, 1960, before the 
Interior and Insular Affairs Committee of the United States Senate; and are 
tentatively planned for January 25, 1960, before the House committee; and 

Whereas S. 1388 appears to be enabling legislation enacting an account system 
in the Pacific Northwest which Congress may use at its discretion to offset 
irrigation project costs which are beyond the ability of the water users to 
repay; and 

Whereas it is obvious that the future welfare of the people of this Nation will 
depend upon the ability of the land to produce adequate food supplies; and 

Whereas water is a prime essential in the production of food and fiber: and 
those irrigation projects with simple, inexpensive diversion, and canal systems 
have iong been built; new projects recently constructed or to be built are far 
more costly than former standards of feasibility will justify, and, regardless 
of cost, many new projects will of necessity be built, requiring sources of 
repayment other than the water user: and 

Whereas repayment periods extending beyond 50 years have not been con- 
sidered by the Congress as advisable and have, in the past, required special 
congressional action for approval; and 

Whereas the Payette Division of the Boise project, Idaho, would qualify for 
benefits under the proposed Pacific Northwest account: Now, therefore, be it 

Resolved, That the board of directors of the black Canyon Irrigation District 
endorses the principles embodied in S. 1388, and favors legislation which will 
provide means by which future irrigation development may continue. 
BLACK CANYON IRRIGATION DISTRICT, 
H. W. Van SiLykeE, Secretary. 
Notus, IpAHo, January 5, 1960. 


Mr. Rogers. Mr. Crookham, you have here attached to a letter that 
I have attached to your statement, certain amendments. 

Would you care to discuss those at the present time ? 

Mr. Crooxnam. Mr. Chairman, I am particularly concerned with 
the arid branch of the Columbia River System, that of the Snake 
River. That is a river made great by reason of reclamation. In the 
Snake River plains we have some 1 million acres of ground feet avail- 
able for development. We have in that plain area some 9 million 
acre-feet of storage. 

As the spring floods are contained in this storage and are later 
metered out on the ground two-thirds of all this water returns to the 
river at the low flow. The historic development is that the low flow 
has more than doubled since 1910, showing the effects of irrigation 
making that a great hydro stream. I am not so much concerned 
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whether it be public or private development, as I am with the fact 
that there must be some participation in those revenues by further 
reclamation. : 

So that is my thinking and endeavoring to have a vehicle by which 
participation could be made. 

Mr. Rogers. Mr. Crookham, did you want these proposed amend- 
ments that you have here on these pages attached to your statement 
included in the record? | 

Mr. Crookuam. Yes, sir. 

Mr. Rocers. Without objection, it is so ordered. 

(The information follows :) 


AMENDMENTS TO 8S. 1388, AND H.R. 3510 (ULLMAN), H.R. 3668 (Mercaur), H.R. 
= 3683 (Prost), H.R. 3487 (May) 


(Bills to provide for the establishment by the Secretary of the Interior of a 
Pacific Northwest Account, and for other purposes ) 


1. On page 3, at line 19, following “Src. 3” and before the word “The”, insert 
"tay". 

2. On page 4, at line 15, insert the following paragraph : 

“(b) In connection with any power project in the Pacific Northwest which 
has been heretofore licensed or is hereafter licensed under the provisions of the 
Federal Power Act (the Act of June 20, 1920, 41 Stat. 1075, and all Acts amenda- 
tory thereof or supplemental thereto), after the expiration of the original 
license, any new license, renewal license, or annual license issued to be effective 
after the expiration of the original license, shall require payments to the United 
States, in addition to other payments required by law, in amounts hereinafter 
provided for crediting to the Pacific Northwest Account. Payments shall be 
made annually by the licensed or operating agency on account of each such 
project, commencing with the date after the expiration of the original license. 
The annual payments for each such project shall be set from time to time by the 
Secretary in consultation with the Federal Power Commission on a comparable 
basis to contributions made to the Pacific Northwest Account from other power 
projects participating in such account, but in no event shall the rate exceed 
one-half mill per kilowatt-hour of firm energy for such licensed project. The 
payments may be adjusted from time to time to conform to the then existing 
participation of other projects in the account, but the annual payment require- 
ment for a given project shall not be adjusted oftener than once each five years. 
Payments as herein provided shall be made annually on dates to be set by the 
Federal Power Commission and shall be made to the Secretary of the Interior 
through the Federal Power Commission. If the United States, at the expira- 
tion of the original license, exercises its rights to take over, maintain, and 
operate any licensed project, payments as provided herein shall be established 
in the same manner as if a renewal license had been issued, and the amounts 
thereof shall be made to the Secretary by the operating agency. The Secre- 
tary, in preparing the schedules and reports under sections 1 and 4 of this Act, 
shall give recognition to the probable returns to the Pacific Northwest Account 
under this subsection (b) of this section.” 


Mr. Rogers. The gentlewoman from Idaho is recognized for any 
questions she might have. 

Mrs. Prosr. First, I would like to express my appreciation to Mr. 
Crookham for bringing to the committee a very concise and compre- 
hensive statement. 

You heard the discussion this morning between Chairman Aspinall 
and the witness from Malheur County in Oregon. 

Do you feel that our bill should be sufficiently far-reaching that it 
would take in those projects already authorized and constructed and 
which have had their repayment extended to 1968 and later years? 
Or should we confine it to future projects / 
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Mr. Crooxuam. I think it is quite necessary that this bill cloes 
allow the participation of these older projects in the Pacific North. 
west Account. The amount is nominal in terms of the total available 
revenues under the bill. 

Mrs. Prosr. What is your opinion on the interest component? 
Are you agreeable to using just the net revenues without the interes; 
component ¢ 

Mr. Crooknam. No. The interest rightfully belongs to the Federal] 
Treasury on the amortization schedule of these projects. It was 
more or less a trust under which these Federal reclamation projects 
were authorized and I believe it is no more than proper that that 
interest be repaid in full. 

Mrs. Prosr. Tothe Federal Treasury / 

Mr. Crookuam. That is correct. 

Mrs. Prost. And only use the revenues themselves for the building 
of additional projects? 

Mr. CrookHam. That is correct. 

Mrs. Prosr. I think that isall, Mr. Chairman. 

Thank you very much, Mr. Crookham. 

Mr. Rogers. Mr. Westland, do you have any questions? 

Mr. WestLanp. No. 

Mr. Rogers. Mr. Anderson ? 

Mr. Anperson. No. Thank you. 

Mr. Rogers. Mr. Crookham, just one or two questions. 

In your study of this situation that we are faced with is it your 
anticipation that there will be a sufficient amount of money in the 
so-called net revenues that will be available where there will be a 
surplus over and above the amount necessary to fully develop this 
basin ¢ 

Mr. CrooknHam. Fully is a relative word. We do not know what 
the potentials are. The West Coast is gaining in population all the 
time. Weare becoming more and more a breakbasket for that area. 

I will say that that would be a problem for the Congress to de- 
cide as time goes along on what the trend should be. It could be 
conceivable that food might, within 2 or 3 decades become such a pre- 
mium that costs would be inconsequential. 

Mr. Rocers. You are saying this, then, that it is entirely possible 
that the matter may develop to where the net power revenues may be 
required or may not be wholly sufficient to meet all the demands of 
the West, if it continues to grow. 

Mr. Crookuam. It depends on economics. Much of our land is 
maybe 600 or 1,000 feet above the river. Today we have no known 
pump that can make that an economical venture of today’s agricul- 
tural market. So those are the balances that time will bring together. 

Mrs. Prost. Will the gentleman yield ? 

Mr. Rogers. I yield. 

Mrs. Prost. Such pumping is not economical at the power rates we 
have to pay in Idaho, you might add. 

Mr. Rogers. Mr. Crookham, in answer to Mrs. Pfost’s question a 
moment ago about the use of these funds to reduce the pay out periods, 
on some of these projects, as I understand it, you think that. that is 
proper and should be done? 
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Mr. Crooxnam. Yes, I think so. Merely for the matter of the 
contribution that these projects have made to a regulated river. 

[ think the figures that Mr. Nelson will be prepared to show to you 
will be that under the full development of irrigation in the Colum- 
bia Basin there would be a 13-percent diminishing of the peak floods 
and there would be a 12-percent increase of the minimum flows, at- 
tributable to the leveling effect. of irrigation. 

Mr. Rocers. Do you think that these existing projects should be al- 
lowed to participate only in percentage that they contribute to this 
beneficial situation / 

Mr. CrookHam. I would not limit it so much to that because they 
area part of our total economy. 

Mr. Rogers. Yes. 

Mr. Crooxuam. I like to look at the reclamation program basin- 
wide. They just do not happen to have a power dam in proximity to 
the acreages. 

Mr. Rogers. Mr. Norris, did you have any questions? 

Mr. Norris. No. 

Mr. Rogers. Or did you, Mr. Burdick ? 

Mr. Burpick. No. 

Mr. Rocrers. Thanks very much, sir. 

Mr. Crookuam. Thank you. 

Mr. Rogers. Our next witness is Mr. Gale Sterling, who represents 
the Kittitas Reclamation District, Ellensburg, Wash. 

Mr. Sterling, if you will come forward, we will hear you now, 
sir. 


STATEMENT OF GALE STERLING, KITTITAS RECLAMATION 
DISTRICT, ELLENSBURG, WASH. 


Mr. Srertinc. Thank you, Mr. Chairman, and members of the 
committee. 

My name is G. R. Sterling. I am from Ellensburg, Wash. I am 
a secretary-manager of the Kittitas Reclamation District of the 
Washington State Reclamation Association, vice president of the 
Pacific Northwest Irrigation Account League, director of the State 
Association of Washington Irrigation Districts, and member of the 
Water Policy Committee of the National Reclamation Association. 

I have a prepared statement which has been photographed with 
letters and resolutions in favor of the proposed legislation which I 
would like to submit to the committee. 

Mr. Rogers. Let me see one of those, if you will, sir. 

Is there objection to inclusion of any of this information in the 
statement of Mr. Sterling / 

The Chair hears none. 

The request of the witness is granted and this matter will be in- 
cluded in the record. 

(The information follows :) 

KITTITAS RECLAMATION DIstTRICcT, 
Ellensburg, Wash., January 12, 1960. 

The following statement is in support of bills S. 1388 and H.R. 3487 intro- 

duced into the 86th Congress, 1st session, which provide for the establishment 


by the Secretary of the Interior of a Pacific Northwest account, and for other 
purposes, 


51558—_60——_5 
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As used in the act “Pacific Northwest” includes all of the States of Wasp. 
ington, Oregon, and Idaho and those portions of the Columbia River drainage 
basins within the States of Nevada, Utah, Wyoming, and Montana. : 

The bills provide for an accounting of revenues from Federal hydroelectyje 
developments as have already been constructed or are now under construction 
within the Pacific Northwest area and such other Federal projects withip 
the area as may hereafter be designated by Congress. 

There shall be charged against such revenues all operation and maintenance 
and replacement costs of such hydroelectric developments, their capital costs 
interest on the unamortized balances of the commercial power allocation, where 
and as provided by law, and presently assigned irrigation capital costs. 

The Secretary of the Interior shall annually report to the President and the 
Congress on the status of the account showing the estimated future charges 
the estimated future credits, and the estimated unencumbered balances in the 
account. 

From these unencumbered balances Congress may authorize financial] assist- 
ance to feasible irrigation developments within the Pacific Northwest area when 
Congress determines that the cost of such development is beyond the ability 
of the water user to pay within 50 years exclusive of permissible development 
periods. It also provides, with certain limitations, that financial assistance 
may, by congressional authorization, be extended to areas outside the Pacific 
Northwest in the States of Nevada, Utah, Wyoming, and Montana. 

The bills also provide that from these unencumbered balances the project 
construction cost obligations of the water users which will become due and 
payable 50 years after the beginning of the repayment period, exclusive of 
development, water rental, moratorium, or deferment periods on 11 presently 
constructed Federal reclamation projects within the Pacific Northwest—3 in 
Washington, 7 in Oregon, and 1 in Idaho—will be repaid. The total cost of 
this will be around $35 million. 

How will this act operate? 

The first charge against the unencumbered balances which will accrue in the 
vacific Northwest account will be those charges scheduled for the repayment 
costs of the older projects in a total amount of approximately $35 million. The 
major projects included in this category would have at least 25 years more of 
water user repayment. In the period 1985 to 1990 net power revenues will be 
allotted to take care of the then remaining obligations of those projects which 
have by then completed a full 50-year repayment schedule. By that time the 
capital costs, with interest, of some of the presently constructed Federal hydro- 
electric projects will have been repaid, making available the necessary funds. 

The second charge against the account will be made only by further authoriza- 
tion of Congress to assist in new irrigation development. The landowners will 
repay to the best of their ability, as determined by Congress, for a 50-year period 
plus permissible development periods. Therefore no charge for the construction 
of a new project will be made against the account for at least 50 years from the 
date of its authorization. All capital costs of all presently constructed Pacific 
Northwest Federal hydroelectric projects and all of those now under construc- 
tion will have been repaid with interest prior to that time. 

After this brief statement of my understanding of the bill and my understanding 
of how it will operate let me cite precedent. 

1. In the Federal reclamation program to June 30, 1957, $4,798 million has 
been allotted to irrigation; 28 percent of this amount is to be repaid by water 
users, 65 percent is to be repaid from power revenues, and 7 percent is to be 
repaid from miscellaneous sources. 

2. Basin accounts have been established for the Missouri River Basin, the 
Upper Colorado River Basin, the Central Valley of California, and on a piece- 
meal basis, through the Chief Joseph Dam formula, it has been extended to 
individual projects in Washington and Oregon. 

Why is it necessary to have such legislation ? 

I quote from a speech given by Harold T. Nelson, Regional Director of the 
Bureau of Reclamation, region 1, Boise, Idaho, before a meeting of the Columbia 
Basin interagency committee at Boise, December 9, 1959. 

“The Bureau is necessarily limited to a short-range project by project approach 
in the absence of legislation that will permit application of financial assistance 
to otherwise feasible projects. In other words, I believe at the present time 
that insofar as irrigation is concerned, the resolution of some long-range pro- 
cedural problems will be just as important a part of a basinwide plan as a 
physical listing of project possibilities.” 
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I have lived in the West all of my life. I have been employed by an irrigation 
district for over 26 years. I believe that the irrigation of our land has been and 
will continue to be one of the major segments of our western economy. I, 
therefore, urge that you approve this legislation so that future irrigation develop- 
ment, as it is needed, will be assured. I further urge that Congress at no time 
relinquish its control over the authorization for new projects and of the expendi- 
ture of Federal funds. I also urge that the local control of completed irrigation 
projects be a precedent to their development. 

I also urge that Congress correct the inequity that now exists in the repay- 
ment obligations of some of the older projects developed by the Bureau of 
Reclamation as compared with the repayment obligations of the newer projects. 
I am sure that Congress, upon realizing the inequity which has been created, 
will do this. 

Statements of others supporting this legislation are appended. 

Respectfully submitted. 

G. L. STERLING, 
Secretary-manager, Kittitas Reclamation District, Ellensburg, Wash.; 
president, Washington State Reclamation Association; vice president, 
Pacific Northwest Irrigation Account League; director, State Association 
of Washington Irrigation Districts; and member, Water Policy Com- 
mittee, National Reclamation Association. 


WASHINGTON STATE FARM BUREAU, 
Ellensburg, Wash., January 7, 1960. 
To Whom It Vay Concern: 
This is to certify that the following resolution was adopted by the voting dele- 
gates at the last annual meeting of the Washington State Farm Bureau, which 
was held November 18—20, 1959, at Seattle: 


BASIN ACCOUNT LEGISLATION 


“Net power revenues from federally constructed power projects are tradition- 
ally a paying partner in Federal reclamation development. The legislative and 
executive branches of the Federal Government have, time and again, approved the 
use of net power revenues in the payment of irrigation development costs which 
are beyond the ability of the landowner to repay with a 50-year payout period; 
Therefore be it 

“Resolved, That the Washington State Farm Bureau urge the establishment of 
an all-inclusive basin account for the Columbia River Basin drainage area; and 
be it further 

“Resolved, That the provisions contained in bills introduced in the first session 
of the 86th Congress (H.R. 3487 and S. 1388) providing for the establishment of 
a Pacific Northwest account embody principles endorsed by the Washington 
State Farm Bureau in that they provide: 

“(1) All Federal power revenues are to be returned to the United States 
Treasury. 

“(2) No allocation from such power revenues for irrigation development can 
be made except by authorization from Congress. 

“(3) The use of such revenues, after authorization from Congress, does not 
jeopardize local control of the irrigation or reclamation project assisted. 

“(4) Existing Federal irrigation projects within the Columbia River Basin- 
drained area with a construction payment period of more than 59 years, shall 
have the Federal construction obligation remaining after 50 years’ payout period 
assumed by net power revenues.” 

VERN Divers, Acting Executive Secretary. 


KITTITAS POMONA GRANGE, 
Ellensburg, Wash., January 8, 1960. 
Meeting in regular session on February 2, 1959, the Kittitas Pomona Grange 
No. 58 went on record favoring the proposed Pacific Northwest account legis- 
lation. 
The grange feels that it is especially important to include the provision for a 
much-needed adjustment of the construction obligations of older Federal recla- 
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mation projects on which the payout is unrealistic when measur 
: ‘ asured by present- 
standards. ee 
7 ¢ 9 ees ie ic j i 
We feel that the passage of this legislation will do much to improve the agri 
cultural economy of the State of Washington by decreasing the indebtedness 
much of the irrigated area of the State. oe 
Sincerely yours, 
KITTITAS COUNTY POMONA GRANGE No, 58 
GEORGE PLUNKETT, Master. ; 
MARGANT DENNING, Secretary. 





Roza IRRIGATION I JISTRICT, 


; . Sunnyside, Wash., January 16, 1959 
Senator WARREN G. MAGNUSON, 


Senate Office Building, 
Washington, D.C. 


DeaR SENATOR MAGNUSON: Irrigation interests of Oregon, Washington, and 
Idaho have organized in behalf of what is generally termed a “basin account.” 
A copy of the legislation which is sought is enclosed. The Roza Lrrigation 
District is a member of the above mentioned organization. 

This district is in favor of the draft of bill for the following reasons: 

(1) The Roza is paying or trying to pay the full construction cost of the 
project, which amounts to $265 per acre. A number of other projects are re- 
quired to pay only a fraction of the construction cost, the remainder being as- 
sumed by power revenues. Roza farmers must sell their produce on the same 
markets as do the projects which have the power subsidy. 

(2) The Roza project is within the Columbia River watershed. The waters 
stored and gradually released on the Yakima valley lands flow down to the 
Columbia River. This has the effect of stabilizing the flow of the Columbia 
through the MeNary, the John Day, the Dalles, the Bonneville plants, and any 
other which may be constructed downstream from the McNary dam and power- 
plant. Therefore, the irrigation on the Yakima River system does contribute to 
stabilizing the flows of the Columbia. Also, the farmers on the Roza division 
purchase Bonneville power and thus supply a portion of the funds which the 
Sonneville system receives as a result of the operations of those Federal dams, 

(3) This proposed legislation will not upset the arrangements of any other 
project, such as the Coulee project. We believe it to be a fact that the proposed 
subsidy to the old projects within the States of Oregon, Washington, and Idaho 
would amount to only some $35 million. This amount is so small comparatively, 
that it can in nowise injure any other group. The volume of power revenue is 
so great that the diversion of $35 million over a period of perhaps 50 years can 
have no serious effects on other projects, now constructed or to be constructed. 

(4) The allocation of subsidy is left with the Congress under the terms of 
the proposed legislation. We deem this to be a virtue since it is our belief that 
the Congress should retain the control of such funds. 

(5) We believe that this proposed legislation offers an opportunity to place 
the older projects in the same category and under the same status as are the 
newer ones. At the time Roza was under consideration, there was no legal way 
to allow nonreimbursable credits. The older ones were required to pay the whole 
freight. Even in the case of the storage reservoirs on the Yakima project, the 
farmers are paying the whole bill. But under recent law, the newer projects 
are getting writeoffs for flood control, fish and wildlife benefits, recreational 
benefits, and like things. We understand that practically no projects are now 
being constructed where the local interests are required to pay the whole bill 
as the older projects were and are required to do. We believe that this is an 
inequity which should, in justice, be corrected. 

(6) We believe that the provisions of the proposed legislation would tend to 
establish a uniform plan under which future projects could be financed. As we 
understand the situation it has been the practice to provide special legislation 
for each project as it comes along. We believe that this proposed legislation 
will serve as a vehicle to establish a pattern for financing new projects. 

(7) The proposed legislation, if passed into law, will correct the inequities 
which now exist as between the Roza repayment conditions and those of other 
and newer projects. We believe that the Roza farmers are entitled as a matter 
of equity to the relief which this proposed legislation will afford, if it is passed 
into law. 
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We, in behalf of the farmers of the Roza project, respectfully request your 
support in behalf of the basin account draft of bill. 

In more skillful hands, our case could be better put but we trust that you may 
pear in mind that we are not equipped to present our case as one better qualified 
could do. 

Very truly yours, 
Ross Morris, Secretary. 


WASHINGTON STATE RECLAMATION ASSOCIATION, 
Yakima, Wash., January 7, 1960. 


BASIN ACCOUNT LEGISLATION 


The Washington State Reclamatiton Association, representing the irriga- 
tion farmers of the State of Washington, has consistently given its support to 
roposed basin account legislation. 

There follows here the resolution adopted by the membership of the Washing- 
ton State Reclamation Association at each of its annual meetings for the past 
4 years: 

“Whereas, the Washington State Reclamation Association has consistently 
peen on record as favoring the basin account method of financing water utiliza- 
tion projects within the Columbia River Basin area; now, therefore, be it 

Resolved, That any basin account legislation include the repayment programs 
of existing irrigation districts which are under contract with the Federal 
Government.” 

Lew GarsutTt, Secretary. 


STATE ASSOCIATION OF 
WASHINGTON IRRIGATION DISTRICTS, 
Sunnyside, Wash., January 19, 1959. 
WarrEN G. MAGNUSON, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR MAGNUSON: As president of the State Association of Washington 
Irrigation Districts, I am writing to you, asking your support on the Pacific 
Northwest accounts legislation. 

The State Association of Washington Irrigation Districts represents 45 dis- 
tricts at the present time, and a total of nearly 1 million acres. At the associa- 
tion’s annual meeting on October 31, 1958, they went on record as favoring the 
basin account legislation. 

The districts which are represented in our association are all part of the 
Columbia River watershed, and have to compete with districts which are al- 
ready receiving such aid. A large number of the districts are older districts and 
in many cases have to pay many years beyond the time that has been established 
as a rexsonable time for repayment, which I understand is 50 years. 

The continued increase in population makes the expansion of the irrigation 
projects seem to be very necessary, so why not make all districts eligible to 
share in the power revenue in accordance with the plan that is being proposed, 
which would allow Congress to approve each project which would be involved in 
the use of the pooled revenues. 

The establishment of the account as it is being proposed would not affect power 
rates so, therefore, power interests should not object. 

We respectfully solicit your support of the proposed bill providing for the 
establishment of a Pacific Northwest account by the Secretary of the Interior. 

Very truly yours, 
Keita J. McDaniets, President. 


ToucHET, WASH., January 9, 1959. 
Mr, G. L. STERLING, 


Vice President, Pacific Northwest Irrigation Account League, Ellensburg, Wash. 

Deak Mr. STERLING: In response to your letter of November 29, 1958, urging 
support of the Columbia River Basin Irrigation Account League bill, we are 
pleased to inform you that the board of this district did at their regular meet- 
ing held January 7, 1959, consider the purposes of your organization and its 
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proposed bill. They heartily endorsed both and in accordance with your request 
have directed the secretary to write to the Senators and Representatives from 
this district in support of your bill. 

I am sending a copy of the resolution to these persons today and enclose 
herewith a copy of the portion of the minutes containing the resolution for your 
file. 

Very truly yours, 
L. A. HANSON, 
Secretary, Gardena Farms Irrigation District No. 13. 


RESOLUTION BEFORE THE BOARD OF DIRECTORS OF GARDENA FARMS IRRIG ATION 
District No. 13 


Be it resolved by the board of directors of Gardena Farms Irrigation Dis. 
trict No. 13, That: 

Whereas it is considered equitable to all parties concerned and to be for the 
best interests and the welfare of beneficial irrigation and reclamation within 
the Columbia River Basin area : 

Now, therefore, this board does approve and commend the enactment by the 
Senate and House of Representatives of the United States of America of a 
bill now proposed and sponsored by the Pacific Northwest Irrigation Account 
League providing— 

(a) Return of power revenues to the U.S. Treasury and after payment 
of all construction and prior operational costs as allocated by Congress 
make available the net power revenues for appropriation in assistance of 
reclamation and irrigation within the Columbia River Basin area; 

(b) Provide for allocation of such net revenues by congressional act only: 

(c) Provide for such use of net revenues and assistance to such irriga- 
tion and reclamation projects without endangering local control thereof: 

(d) Grant such assistance only on condition that no increase in Federal 
power rates are resultant; 

(e) And provide for other incidental benefits as are incorporated in said 
bill. 

Be it further 

Resolved, That a copy of this resolution be forwarded to the Northwest Irri- 
gation Account League and that the secretary be instructed to write to the U.S. 
Senators and Congressmen for this district urging their support of this measure, 

It is hereby certified by L. A. Hanson, secretary, that the foregoing is a true 
and correct copy of the portion of the minutes of the meeting of the board of 
directors of Gardena Farms Irrigation District No. 183, Walla Walla County, 
Wash., held January 7, 1959. 

Dated January 9, 1959. 

L. A. Hanson, Secretary. 


SoutH COLUMBIA BASIN IRRIGATION DISTRICT, 
Pasco, Wash., September 8, 1959. 
Mr. GALE STERLING, 
Secretary Manager, Kittitas Reclamation District, 
Ellensburg, Wash. 


Dear Mr. STERLING: At our regular board meeting September 5, it was voted 
to withdraw our opposition to the basin account proposal. 
Sincerely yours, 
HaARro_p J. EmeMILLER, Secretary Manager. 


CERTIFIED ABSTRACT OF THE MINUTES 


Meeting of the Board of Directors East Columbia Basin Irrigation District 


“The directors discussed generally the basin-account principle as a continua- 
tion of the earlier discussion on this subject held in the joint board meeting 
at Pasco several days earlier. It was agreed that the board was not opposed 
to the basin-account idea but that the present fluid state of repayment contract 
negotiations should be resolved and made a matter of definite record before the 
district made any endorsement of the basin-account principle.” 
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I hereby certify that the foregoing is a full, true, and correct copy of a portion 
of the transactions of the board of directors of the East Columbia Basin Irriga- 
tion District, had at the board’s regular meeting on September 3, 1958, as found 
in the second paragraph on page 773 of the official minutes of said board. 

In witness whereof, I have hereto set my hand and caused the seal of the 
said district to be affixed hereto this 20th day of January 1959. 

Wm. L. McANLIs, 
Secretary, East Columbia Basin Irrigation District. 


KITTITAS RECLAMATION DISTRICT, 
Ellensburg, Wash., January 11, 1960. 
The board of directors of the Kittitas Reclamation District urges favorable 
consideration of Pacific Northwest account legislation. The landowners of 
yur project, which was authorized in 1925, are, at present, obligated to repay 
its entire construction cost. We have paid on this indebtedness since 1935— 
a period of 25 years—and under our contract we will have to pay for an addi- 
tional 77 years. 
This repayment obligation is unrealistic and inequitable. We feel that our 
project should be paid out before it is worn out. 
H.R. 3487 and 8S. 1388 provides the means for us to accomplish this. Support 
of this important legislation will be appreciated. 
Yours very truly, 
BOARD OF DIRECTORS, 
KITTITAS RECLAMATION DISTRICT, 
By JoE McMANAMY, President. 


STATE ASSOCIATION OF WASHINGTON IRRIGATION DISTRICTS 


Wm. L. McAnlis moved this association go on record of approving the basin 
account principle and of the principle that all projects, regardless of their age, 
betreated equally. Motion duly seconded and carried. 

I certify the above motion is a true and correct copy of a portion of the 
minutes of the 13th annual meeting of the State Association of Washington Irri- 
gation Districts held October 31, 1958, at which time said motion was duly 
carried. 

M. J. CRAwForp, Secretary. 





SoutH CoLUMBIA BASIN IRRIGATION DISTRICT, 
Pasco, Wash., February 16, 1959. 
Senator HeNry M. JAcKSON, 
Senate Office Building, 
Washington, D.C. 

Deak SENATOR JACKSON: At a meeting of the joint board of directors of the 
Columbia Basin project held February 12, at Othello, unanimous agreement was 
reached to not oppose congressional enabling legislation for basin account 
financing. 

Sincerely yours, 
HArRo_p J. E1DEMILLER, Secretary-Manager. 





KENNEWICK IRRIGATION DISTRICT, 
Kennewick, Wash., January 22, 1959. 

Mr. G. L. STERLING, 

Secretary-M anager, Kittitas Reclamation District, 


Ellensburg, Wash. 


Dear GALE: Enclosed is a copy of a resolution passed last night by the Kenne- 
wick board of directors supporting the Pacific Northwest account. I will write 
to our two Senators, and to Catherine May and enclose copies for them. 

The enclosed check is to pay for my membership in the league. 

Very truly yours, 
VAN E. NUTLEY, Vanager. 
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RESOLUTION No. 59-4 


Whereas there has been introduced into the Congress of the United States 
legislation to provide for the establishment of a Pacific Northwest account; ang 
Where as the directors of the Kennewick Irrigation District have investigateg 
the proposed legislation ; and 
Whereas the directors of the Kennewick Irrigation District have investigated 
that the proposed legislation is advantageous to the Kennewick Irrigation Dig. 
trict, all reclamation, and for the good of all the people of the Northwest: Now 
therefore, it is hereby : 
Resolved, That the Kennewick Irrigation District recommends to the Congress 
of the United States that legislation for the establishment of a Pacific Northwest 
account be passed. 
ORVEL L. TERRILL. 
W. A. SLOAN. 
W. M. MILts. 
Constituting the Board of Directors of Kennewick Irrigation District. 


KITTITAS CouNTy FARM BUREAU, INC., 
Ellensburg, Wash., January 8, 1960. 


STATEMENT 


The enclosed resolution was passed at the Kittitas County Farm Burean 
annual meeting held October 28, 1959, at the YMCA social rooms at Ellensburg, 
Wash. We here in Kittitas County are extremely interested in seeing this 
proposed legislation enacted into law at this session. We hope you will give 
it very careful consideration. 

Traditionally, net power revenues are a paying partner in Federal reclamation 
developments. It is for this reason that we feel that this legislation will put us 
on a par with other reclamation developments in the area. We feel that this 
approach is very reasonable because we are in competition with these other areas 
that have part of their construction obligation assumed by power revenues. 

The construction costs of older projects remain as a first mortgage on the land. 
This will relieve those construction costs still due after the 50-year payout 
period. This would certainly be a benefit to both rural and urban economies 
of the area. 

GLENN GREGORY, President. 


12. Bastn Account LEGISLATION 


Net power revenues from federally constructed power projects are traditionally 
a paying partner in Federal reclamation development. The legislative and exec- 
utive branches of the Federal Government have, time and again, approved the use 
of net power revenues in the payment of irrigation development costs which are 
beyond the ability of the landowner to repay within a 50-year payout period: 
Therefore be it 

Resolved, That the Washington State Farm Bureau urge the establishment of 
an all-inclusive basin account for the Columbia River Basin drainage area; and 
be it further 

Resolved, That the provisions contained in bills introduced in the 1st session of 
the 86th Congress (H.R. 3437 and S. 1388), providing for the establishment of a 
Pacific Northwest account, embody principles endorsed by the Washington State 
Farm Bureau in that they provide: 

1. All Federal power revenues are to be returned to the U.S. Treasury. 

2. No allocation from such power revenues for irrigation development can be 
made except by authorization from Congress. 

3. The use of such revenues, after authorization from Congress, does not 
jeopardize local control of the irrigation or reclamation project assisted. 

4. Existing Federal irrigation projects within the Columbia River Basin 
drained area with a construction payment period of more than 50 years, shall 
have the Federal construction obligation remaining after 50 years payout period, 
assumed by net power revenues. 
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Kirriras COUNTY BoARD oF COUNTY COMMISSIONERS, 
Ellensburg, Wash., January 21, 1959. 
Hon. WARREN G. MAGNUSON, 
U.S. Senator, 
senate Office Building, Washington, D.C. 

DEAR SENATOR MAGNUSON: As a governing body deeply concerned in the overall 
welfare of Kittitas County we have become interested in the possibility of an 
extension of relief to the farmers of the Kittitas County Reclamation District 
by the use of power revenues to pay canal construction indebtedness beyond a 
50-year payout period. 

This community is largely agricultural. Approximately one-third of the total 
county income stems from that source. As the Kittitas Reclamation District 
jrrigates Over oue-half of the irrigated land in the valley you can see that the 
relief extended would be far reaching. 

We realize, of course, that the relief would not be immediate, that the farmers 
within the project would still have to pay for another 25 or 30 years on their 
indebtedness. At the same time the effect of a cancellation of a portion of con- 
struction charges on lands, which under present contracts will not be paid out 
until at least the third generation, will be to give this community a tremendous 
uplift of morale. 

We, who have daily contact with problems of raising sufficient revenues for 
eounty functions in an agricultural community, know the importance of such a 
ray of hope in an otherwise dismal picture. 

It is for this reason that we urge you to support the Pacific Northwest account 
bill, including the repayment problems of the older irrigation districts. 

Yours sincerely, 
Howarp P. SORENSEN, Chairman. 
ALBERT S. HEATHCOCK, Member. 
JOE McMANAMY, Member. 


ELLENSBURG CHAMBER OF COMMERCE, 
January 12, 1960. 

The Ellensburg Chamber of Commerce urges favorable consideration of the 
Pacific Northwest account legislation. 

Agriculture is the basic industry in our area. Our local project has been in 
effect since 1935. We feel that all the older projects in the Northwest should 
come under this account. Agriculture being one of the basic industries through- 
out the Northwest, its leading role greatly effects the overall industrial growth 
of this sector. 

Sincerely, 
CARL KIILSGAARD, President. 

Mr. Rocers. Now, Mr. Sterling, do you want to make a separate 
statement, or do you want to enlarge upon this one ¢ 

Mr. Srertinc. Should I just summarize on my opening statement 
here ? 

Mr. Rogers. It would be ver Vy good, 

Mr. Srertine. If I may do so, then I will condense it very briefly. 

We in the Pacific Northwest believe that this legislation is very 
desirable, from the standpoint that without this legislation further 
reclamation development will be seriously hindered. In addition to 
that I wish to speak in behalf of the older irrigation projects which 
are included in that measure. 

I have been an irrigation man for 26 years. I have a great deal 
of faith and conviction that the older irrigation projects have made 
a vast contribution not only to the national economy but to the cause 
of reclamation itself in that they were the testing erounds, you might 
say, for the development of newer and bigger and more complic: ated 
projects. 

We on the old projects have had to pay every cent of the construc- 
tion cost. We were authorized in 1925, approximately 10 years later, 





70 PACIFIC NORTHWEST ACCOUNT 


the concept was developed that these projects that were proposed at 
that time do more than benefit the farmer on the land. They haye 
statewide and nationwide significance. 

In that way Congress expanded the repayment to include some of 
those indirect benefits. For example, on some projects much js 
charged to flood control, recreation and wildlife. On these older type 
projects there is no such charge-off. . 

On our project alone, the Yakima project, last fall, on a minor flood, 
it was stated that our storage facilities by cutting down the peak of 
the flood saved the valley of $1 million. We had no credit for that, 

I do think from a standpoint of equity that the repayment projects 
of the older projects should be included. 

Thank you. 

Mr. Rogers. Thank you, Mr. Sterling. 

Do you have any questions, Mrs. Pfost ? 

Mrs. Prost. No questions, Mr. Chairman. 

Mr. Rogers. Mr. Westland ? 

Mr. Westianp. We recently had a lot of floods over in my district, 
Mr. Sterling. Would you have any objection to setting up a flood 
area over in the west side to dig into this basin account a little bit 
to help some of those situations ! 

Mr. Srerrinc. No objection at all, Mr. Westland. The area in- 
cluded within this legislation is the entire State of Washington. 

Mr. Westianp. We do not need the irrigation. We just need to 
stop it a little bit. 

Mr. Stertine. That will be perfectly permissible. 

Mr. Westianp. That is all. 

Mr. Rocers. Mr. Morris? 

Mr. Morris. No questions. 

Mr. Rogers. Mr. Burdick 7 

Mr. Burpick. No questions. 

Mr. Rocrrs. Mr. Sterling, let me ask you one or two questions. 

You anticipate in this legislation that all of the power revenues 
that are anticipated from the projects involved, all the net power reve- 
nues, will either go back into the Northwest as in reduced rates or in 
the development of projects in keeping with this legislation. 

Mr. Sreruina. I do not, sir. I think that all that this Board does 
is establish an accounting of those revenues. What is done with those 
revenues is entirely up to Congress. 

It may be used for the development of new irirgation projects. 
It may be used for flood control as Mr. Westland said. It might be 
used for the reduction of power rates. 

There is no earmarking of any funds through this bill except to 
placing the older projects, the 11 older projects on an equitable basis 
with the new. That is the only designation of the funds. 

Mr. Rocers. I mean ?t is not your idea or the idea of the people 
behind this legislation that any moneys flowing from these projects 
as net power revenues should be limited to expenditure in that par- 
ticular area ¢ 

Mr. Sreriinc. We fee] that at the present time it should be within 
the Columbia Basin drainage area with the inclusion of the States 
of Montana, Wyoming, Utah, and Nevada, in respect to the amount 
they contribute to the fund. 
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Does that answer your question, sir? 

Mr. Rogers. It does not- -well, it does. 

Let me see if it does or not. 

In other words, you do feel that any profit that is made out of these 
projects should be spent in the area where the profit was made? 

Mr. Srertinc. I would think so; yes. 

Mr. Rocers. And should not be utilized for any other purposes 
inthese United States ? 

Mr. STERLING. No. 

Mr. Rocers. You donot think it should be ? 

Mr. Sreruinc. Of course, we do not specify that it should be. It 
js entirely within the decision of Congress as to where the money 
should be spent. 

Mr. Rocers. What I am talking about it, though, you say this bill 
does not change that ? 

Mr. Sreruinc. That is correct. 

Mr. Rogers. What is needed in this bill that does not change that— 
Congress still has the power. 

Mr. Stertine. At the present time, the promotion of irrigation and 
reclamation in the Northwest is on a piecemeal basis. We have in the 
Pacific Northwest right in the State of Washington several instances 
of piecemeal basin account legislation. 

This only sets forth that an accounting of these obligations will be 
kept. That is the sole point of this bill, which is to keep an account- 
ing of the obligation and the funds that have been set out for reclama- 
tion development, the power repayments, plus interest, and so forth. 

That in itself is no authority for additional projects. 

Mr. Rogers. Actually, Mr. Sterling, what this bill does really when 
you take into consideration it does not change any of the powers of 
Congress with relation to funds by earmarking them, it simply pro- 
vides a source that is not available now that you can use to shore up 
the economic feasibility of projects that would not otherwise be eco- 
nomically feasible: is that correct ? 

Mr. Sreriine. That is true, yes. 

Mr. Rocers. In that it prov ‘ides a means by which payout schedules 
can be met whereas otherwise they could not possibly be met 

Mr. Srertine. That is very true, ves, in my understanding. 

Mr. Rogers. You think that this sort of thing is preferable to ex- 
tending the payout periods on certain projects / 

Mr. Sreriine. Definitely. 

Mr. Rogers. Would you be against extending the payout period? 

Mr. Srertinc. We in the Pacific Northwest are faced with a problem 
that I do not know has been considered. But a project wears out. 
Right now before Congress there are several rehabilitation contracts 
that are being entered into. 

In our project we even now after 25 years are faced with a necessity 
of increasing our maintenance progr am to replace some of our struc- 
tures to repair our lining, and so forth. We feel that within 50 
years our — ation and maintenance expenses will be increased tre- 
mendously because of replacement costs. We feel that we should 
have our project pretty well paid out before we are faced with these 
costs. 
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Mr. Rocers. Mr. Sterling, the argument has been made seyvera] 
times that this bill does not earmark funds in the T reasury. That if 
does not create a separate account, that there is no earmarking placed 
on the funds. 

Actually, though indirectly, a project that was made economic ally 
feasible by utilizing the moneys that would be herein available jn 
order to make it so, that it would pay out in 50 years, you would 
be earmarking a certain amount of those net revenues through that 
medium, would you not ? 

Mr. Srerting. As I see it all that we would say to Congress and the 
Treasurer and the Government as a whole is this: That on these de- 
velopments in the Pacific Northwest to which we all contribute there 
has been an excess over the actual cost. Is it not good business, 

“Congress” —if I may use the word that way—is it not good business, 
Congress, to use some of these funds to further develop the area? 

If it is not good business, Congress should know. 

Mr. Rogers. Of course, I think that is right. It is good business, 
A lot of people in the United States think it ought to be good business 
to pay off the national debt and things like that. That is the thing 
we are going to be up against in supporting this situation. That is 
the reason I am asking “these questions because we are going to be 
asked the same type of questions, and I would like to have good an- 
swers to them. 

Mr. Srertinc. That is very true. It undoubtedly could be used in 
paying the national debt. But can we show—— 

Mr. Rogers. You do not think there would be sufficient revenue to 
do that ? 

Mr. SrertinG. No; not the $585 million that we contemplate. But 
is it not also good business to strengthen your economy! We are 
taxpayers. Our little project there on the Kittitas Valley, 57,400 
acres, has done a tremendous job in the community to make repay- 
ment to the Federal Government not in actual project repayment 
but in taxes and business, and for the overall good of the Nation. 

That is the only justification we can have for reclamation. 

Mr. Rocrers. Thank you very much, sir. 

Our next witness is Mr. Cecil Clark, member of the Washington 
State Legislature. 

Mr. Clark, if you will please come forward, sir. 


STATEMENT OF HON. CECIL CLARK, MEMBER, WASHINGTON STATE 
LEGISLATURE 


Mr. Cuark. Mr. Chairman, and members of the committee, I have 
a couple little documents I would like to give you here first. 

One is a letter to Congresswoman May from the president of the 
State farm bureau which simply amplifies one of the resolutions that 
Mr. Sterling left with you, and also ties up to the National Farm 
Bureau resolution. And I would like to also submit a copy of their 
policy with a page mark that covers this. 

I have Mrs. May’s consent as well as Mr. Thompson’s of introdue- 
ing the copy, and it is a true copy. 


Mr. Rocers. Without objection, the letter referred to will be in- 
cluded. 
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(The information follows :) 
WASHINGTON STATE FARM BUREAU, 
Cowiche, Wash., January 20, 1960. 
Hon. CATHERINE May, 
House of Representatives, 
Washington, D.C. 

Deak CATHERINE: Our mutual friend, State Representative Cecil Clark, in- 
forms ine that he plans to be in Washington, D.C., on January 25 to attend a 
hearing on One of your bills relating to Northwest account or basin account 
legislation. Inasmuch as Washington State Farm Bureau has specific interest 
in this subject, Cecil and I believe that a statement from me relative to this 
matter might be in order. 

The following resolution was adopted by the voting delegates at the 195%) 
annual meeting of Washington State Farm Bureau held at the New Washington 
Hotel in Seattle on November 18-20, 1959, and was sent as a recommendation 
to the American Farm Bureau Federation annual meeting held in Chicago on 
December 14-17, 1952, under the title of “Basin Account Legislation.” 

“Net power revenues from federally constructed power projects are tradi- 
tionally a paying partner in Federal reclamation development. The legislative 
and executive branches of the Federal Government have, time and again, ap- 
proved the use of net power revenues in the payment of irrigation development 
costs which are beyond the ability of the landowner to repay with a 50-year 
payout period : Therefore, be it 

“Resolved, That the Washington State Farm Bureau urge the establishment 
of an all inclusive basin account for the Columbia River Basin drainage area: 
and be it further 

“Resolved, That the provisions contained in bills introduced in the 1st ses- 
sion of the 86th Congress (H.R. 3487 and S. 1388) providing for the establish- 
ment of a Pacific Northwest account embody principles endorsed by the Wash- 
ington State Farm Bureau in that they provide 

“1. All Federal power revenues are to be returned to the U.S. Treasury. 

“2. No allocation from such power revenues for irrigation development 
can be made except by authorization from Congress. 

The use of such revenues, after authorization from Congress, does not 
jeopardize local control of the irrigation or reclamation project assisted. 

“4. Existing Federal irrigation projects within the Columbia River Basin 
drained area with a construction payment period of more than 59 years, 
shall have the Federal construction obligation remaining after 50 years pay- 
out period assumed by net power revenues.” 

The following statement became a part of 1960 AFBF policy by vote of the 
delegate body at Chicago on December 17, 1959, as a part of its resolution on 
water policy : 

“We favor the general principle that revenues from related projects in a 
watershed basin should be paid into a basin account to further (promote) 
maximum development of land and water resources in the watershed. This 
procedure should not be abused by the inclusion of uneconomic projects.” 

The complete statement on water policy is found on pages 32 and 33 of “Farm 
Bureau Policies for 1960." Inasmuch as this policy supersedes State farm bu- 
reau recommendations, the second of the above quoted statements is our official 
position. However, I believe our Washington State Farm Bureau recommenda- 
tion is completely in agreement with the official position, and serves only as am- 
plification of it. The four points mentioned in the recommendation should be 
given special attention, and it is my understanding that they are embodied in 
H.R. 3487 and 8. 1388. If not, we hope they can be included in proposed legisla- 
tion 

Since Mr. Clark has asked for a statement from me, I shall send copies of this 
letter to him as fulfilling that request. I trust that this legislation will receive 
favorable consideration. 

Sincerely, 
HEBER C. THOMPSON, 
President. 


Mr. Rogers. What part of this do you want in the record. 
_ Mr. Crarx. I want the endorsement of the president of the Wash- 
ington State Farm Bureau on amplifying the resolution that was 
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passed by the State farm bureau and also tying it into the national] 
policy of the National Farm Bureau. 

Mr. Rogers. Do you want this entire section, water policy, or just 
that part that says “We favor” ? 

Mr. Crark. Just the part that is marked there with brackets on 
page 32. 

Mr. Rogers. Without objection, that will be included in the record. 

(The excerpt from p. 32 of the farm bureau policies for 1960 fol- 
lows :) 

We favor the general principles that revenues from related projects in a 
watershed basin should be paid into a basin account to further maximum de 
velopment of land and water resources in the watershed. This procedure should 
not be abused by the inclusion of uneconomic projects. 

Mr. Rogers. Do you have a statement, now, Mr. Clark ? 

Mr. CrarK. No, but I would like to apologize. I did not know 
you wanted printed statements. 

Mr. Rogers. You do not need to apologize. We do not necessarily 
desire printed statements. If you would like to make one orally, you 
may doso. 

Mr. Cuarxk. I would be happy to send you a statement written out 
and copy for each member if you would like. 

Mr. Rogers. It is not necessary. 

Mr. Clark, the point is that when a person wants to submit a writ- 
ten statement he should file it with the committee in advance. | If you 
want to testify early you may feel free to do so. 

Mr. Crark. Okay. Thank you. 

As you indicated I am Cecil Clark. I am a fruitgrower from the 
Yakima Valley, a member of the Washington State Legislature, im- 
mediate past president of the Washington Reclamation Association, 
presently the agricultural representative to the Yakima Chamber of 
Commerce. 

I am retired from my business but I seem to find myself busier 
than ever on these sort of community things. I was born on a recla- 
mation project, and I have farmed all my life in irrigated agricul- 
ture, and it has been about 50 years, whether you believe it or not. 

My present orchard holdings are almost entirely under the Roza 
project. In that project the growers owe the Government about $19 
sailtion. Congress has looked the thing over and decided that it 
would take us 75 years to pay it and made us a contract on that basis. 

At the end of 50 years as this basin account legislation would pro- 
vide, we would still owe almost $714 million. 

I would like to take this opportunity of thanking Congress for 
making it possible for people such as I am to have accumulated some- 
thing and help create an industry. Without Congress’ help we could 
not have done it. 

I would also like to remind the committee that the Yakima project, 
so I have been told, paid more money in income tax from the develop- 
ment due to irrigation than the thing ever cost the Government, and, 
of course, that thing is going to go on and on until you fellows reduce 
the tax anyhow. 

At the same time, two of our projects have paid the Government 
out completely for the cost that was advanced to build the project. 
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That is the Ti-Up and Sunnyside projects. They are still paying that 
income tax, too. 

I would like to point out that the farmers of the Yakima Valley 
have paid for a lot of what should be nonreimbursable things, such 
as recreation, the five reservoirs we have, fish and wildlife and flood 
control, and that sort of thing. We either paid or agreed to pay every 
penny of it. So far there have been no nonreimbursables charged up 
to that project. 

I would like to point out that reclamation and power go hand in 
hand. I do not think you can have one without the other in our area. 

In the first place, you have an outlet for your power. When our 
area, our industry is almost entirely—you may take Boeing and a few 
things out as an exception—the development ‘of natural resources for 
manufacturers who service those people, and irrigated agriculture is 
the second largest industry in our State. 

I think it is safe to say that without irrigation it would be a long 
wav from that. 

They tell us there are only 10 percent of the people on the farms 
at present, but 40 percent of the people are engaged in allied indus- 
tries with the farmers, so that we are really prov iding them 40 percent 
of the economy in one sense of the word. So irrigation is very im- 
portant. 

If you do not have somebody out there to use this power, there is 
not much use of continually expanding beyond a certain point. 

The farmers in their own operation and the industry that they have 
built up, the communities and the service industries, thousands of little 
factories and that sort of thing, are the best use of power that we have. 

We do not seem to be able to attract industries too fast, anyway. A 
State survey shows that the price of power is 17th down on the list, 
inone of our surveys. Industry will decide as to the area. 

I heard quite a little bit about what this basin account may do to 
spoiling future reduction of power rates. You know I never heard 
of anything being reduced. If there is a philosophy going to go out 
with the reduction of power rates, you will ruin these later high-cost 
projects—you just cannot do it. 

I do not think there will ever be reduction of power rates, because 
some project is paid out, because if you do these new ones are coming 
in with higher base and higher cost, and you will break them. 

They are private and the Government would have to c arry them if 
they were ne I do not think that is the case. 

However, I do feel that this money would simply be an accounting. 
The main thing I feel about this basin account legislation would be 
that it would be a guidepost, a scale that would be set up to do the 
thing that you have been doing right along, but instead of telling the 
Columbia Basin farmers, “You have 40 years to pay and the Govern- 
ment takes over and in Roza you have 75 years to pay,” and something 
else, you would have a uniform approach to this thing, that you are 
already doing not only in the Columbia River Basin but in many 
others. 

I have not heard anybody else say it, and I think it ought to be 
pointed out. We hear a lot of comments, we should not do : any irri- 
gation because you have surplus of food, and that sort of thing, and 
the Government is subsidizing it. 
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I would like to say that irrigation takes the subsidized products out 
of production, and most of these things on irrigation projects are not 
subsidized. They take the weak lands and put them into grass and 
food and orchards and potatoes, and that sort of thing, that get no 
subsidy. 

1 would like to also point out that if you would drop off every reela- 
mation project, close them up at the present time you will find your 
diet very drab in the United States. f 

If you shut down reclamation entirely, because we have a surplus, 
and wait until you need more food you will never need it because 
all you will do you will adjust your diet to a lower standard and go 
along and never realize until the time you need it. 

I am not talking against myself because I have to compete with the 
new project. Iam for the best thing for the country and the develop- 
ment of the area, building up cities and the economy, with more money 
and business which would be taxed in various ways. You have to keep 
an orderly procedure of irrigation development. 

To do that we need this basin account. 

I would like to repeat what has been said here pretty much again, 
but it is not our feeling that all of this surplus from the power projects 
when they are paid off will goto irrigation. 

I think there are many other places they will go. I think they will 
go to flood control, surely, on the west side, and incidentally, I think 
the west side has come to the point where they need irrigation on 
the west side of the mountains. 

I am a director of a co-op cannery, and we will not give a mana 
bean contract who cannot irrigate them down in Clark County on the 
west side of the mountains because it gets dry sometimes and ruins the 
beans, 

Mr. Westianp. If I could interrupt the gentleman, Mr. Chairman. 

Mr. Cuark. Sure. 

Mr. Wesrianp. What Mr. Clark said is sometimes true. We have 
sprinkler systems on our better farms on the west side. Some means 
of controlling this water, however, is really pretty important. If we 
can store it back up in the hills and use it when we want to instead 
of when God wants us to, then maybe we would be in a little more 
even flow, as you were saying. 

I have one irrigation district, as the gentleman knows, in Sequim. 
I will tell you how to spell that later on. 

But to my knowledge that is about the only irrigation on the west 
side of the mountains. 

Mr. Crark. Incidentally, that was the first irrigation in the State 
of Washington, too. It was not over our way. 

Just as an example I brought a sample of the project. of irrigation 
here. There is a box of apples for you people, for whatever you 
want to do with them. I would like to point out we have it here in 
the local warehouse. It is from one of my neighbors by the name of 
Collins. It came off the irrigation project in Washington. I want 
you to sample what. we do out there. 

Mr. Westianp. If I may interrupt again, I would like to ask, What 
do those xpples sell for in the open market ? 
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Mr. Cuark. I have not the bill on it. It is somewhere between 
$9 and $10 wholesale here. It is probably more around $8. Apples 
are high this y rear. 

Do not let that govern your thinking about the apple industry. 
They are tw ice what they were last year and probably twice what they r 
will be next year. 

I want to say 1 am supporting House bill 3478 by our Mrs. May. 
[am just a little partial to her, you understand. 

I have nothing against the others that were introduced later. 

Another thing I would like to point out about this reclamation 
project : We know it is the only plain thing that is a “Shylock” of 
Government spending. You demand your pound of flesh back in full 
when you irrigate an area. The Government goes down here on the 
Mississippi River and spends billions building “dykes and makes mil- 
lionaires out of the farmers around it and never charged them a 
penny. We are not objecting. We would like to show we do pay our 
way, and two of the projects in Yakima have paid it. 

The reason that we in the Roza are concerned about this is that we 
feel there ought to be an equalization of this proposition of, we will 
call it, subsidies to buy power to irrigation, if you want to, because 
we think it 1s kind of funny that we should have to pay the whole bit 
again over 75 years and not against the Columbia Basin. We are 
happy at what the *y got. We do not want to upset that. 

They get off with 40 years with only paying a portion of it. We 
certainly do not want to upset any existing contracts. The basin ac- 
count bill, as several of you have introduced it, will not do that. 

It will tend to equalize the thing and make it fair to each one. 

I would like to say one thing more. If you or I could get a business 
where they loan out the money, even if it took 50 years or longer to 
get back the thing, even without interest, but at the same time that 
ismuch or more in any way, any other way that the Government gets 
income tax from these areas, and then have that continued income 
coming in to our heirs and descendants, we would figure we have a 
wonderful thing that beats the stock market all hollow or the orchard- 
land. 

I would like to say in summary that the basin account leads to 
orderly development of reclamation, as well as power, and that they 
should go hand in hand. 

_iIt would help keep nA ; prentirel and healthful diet for the Amer- 

‘an people. It will c1 an economy that is helping with the na- 
tional debi and Governme a spending, and equalize the burden among 
the present projects and givea guidestick for the future ones. 

And I think, as I say again, it is one of the few things where the 
Government spends the money and they have a reasonable chance of 
getting it back. 

That is as faras my statement. 

Are there any questions ¢ 

Mr. Asrrnatu. Mrs. Pfost, the gentlelady from Idaho. 

Mrs. Prost. I should like to ask the question that I asked a couple 
of the other gentlemen with regard to including those projects which 
are enumerated in the bill. 
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Do you feel that the longer pay-out projects should be included, op 
would you be perfectly willing to accept the bill if those projects were 
excluded from the legislation ? 

Mr. Ciark. You mean the present project ? 

Mrs. Prosr. Yes. The ones that are enumerated in the bill. 

Mr. Crarx. I would hate to see the Roza project taken out, but | 
would not oppose it if you did. 

Does that answer your question ? 

I do not believe I understood. 

Mrs. Prost. You would prefer that the projects that are enumerated 
in the bill share in the net revenues from power ? 

Mr. Criark. Yes; on the basis provided after the 50-year payout, 
but not before. 

Mrs. Prosr. And would you still favor the bill if those were stricken 
from the bill ? 

Mr. Crark. Sure. I would not want to be a dog in the manger 
about it. I think it would be a good bill anyhow for the future. 

Mrs. Prosr. You would still be for the measure even if we took in 
nothing but the future projects ? 

Mr. Crark. Sure. I[ would oppose that amendment, however, 

Mrs. Prost. Thanks very much. 

Mr. Asptnauu. The gentleman from Washington. 

Mr. Westianp. I have no further questions, Mr. Chairman. 

I want to compliment Mr. Clark on a pretty lucid statement and 
in support of what he believes should be done in the way of helping 
irrigation in the Columbia Basin Account. 

I would also like to add that those members of the committee that 
never tried a Golden Delicious apple make sure they get some. They 
are the finest apples in the whole world in my opinion. 

Mr. Crark. We agree, that is, if they are grown in Washington. 
Do you understand ? 

Mr. Uritman. Would the gentleman yield? 

Mr. Westianp. I do not know. Are you going to make some crack 
about Oregon down here? 

Mr. Utiman. Naturally, he would include Hood River apples. 

Mr. Crark. Yes. I certainly would. 

Mr. Asprnauu. For the record, there are some nice apples grown in 
my area too. 

Mr. CiarKk. I would also include Mrs. Pfost’s area. 

Mr. Uttman. You made an argument for the use of power revenue. 
In doing so, I think you made a pretty good argument for public gen- 
erators and public development of your multiple-purpose projects on 
the Columbia, because obviously we would not. have any power rev- 
enues to draw from if they were private rather than public generators. 
Is that not. true? 

Mr. Ciark. Sure. I would have no quarrel with that. The Coulee 
Dam has been a wonderful thing for the State of Washington and 
the whole Northwest. 

Mr. Utiman. Fine. That is all, Mr. Chairman. 

Mr. Asprnauy. The gentleman from Nebraska. 

Mr. McGintry. No questions, Mr. Chairman. 

Mr. Asprnatu. The gentleman from New Mexico. 

Mr. Morrts. No questions, Mr. Chairman. 


| 


i 





Mr. 
tion 1! 
of re 
west : 
those 
contr! 

Mr 
with | 

Mr 
from 
Valle 

Mr 
say t 
Colo 
much 

Mi 
M 
there 
M 
That 
M 
fere 
of it 
It 
afte 
that 

is t 

wal 

of | 

OS 

| 1 

of 1 

0) 


dc ted leet ton 


go 
cal 
the 
sol 





» Or 
ere 


eq 
ut, 
en 
er 


in 


— 


PACIFIC NORTHWEST ACCOUNT 19 


Mr. Asprnauy. Mr. Clark, what would be your position on legisla- 
tion if we would attempt to make a separate reclamation power fund 
of revenues collected from all power facilities within reclamation 
west and then let the same principle of contributing to each one of 
those projects which cannot pay for itself within 50 years receive the 
contribution from that power fund ? 

Mr. Ciark. Do I gather then that you mean include the private 
with the public power? 

Mr. Asprnati. No. What I meant was to include higher revenues 
from the Missouri Basin, from the Colorado Basin, from the Central 
Valley of California, and from the northwest C olumbia area. 

Mr. Cuiark. I think that would not be good. The reason I would 
say that is that each basin has its own problems. I think the Upper 
Colorado River basin, as I understand it, there are no new projects 
much if any there contemplated. Others, I am not so familiar with. 

Mr. AsprnaLy. Wait a minute. You say no projects contemplated / 

Mr. Car. I understand they know what they are going to do 
there. They are not spec ulating on the future, as I understand it. 

Mr. AsprnaLu. There is no speculating there, as you will appreciate. 
That is neither here nor there. 

Mr. Crark. The problems are different. They are certainly dif- 
ferent in California. Most of that is supplemental irrigation, a lot 
of it. 

It seems to me the thing ought to be kept on the basin area because 
after all the resources of an area sort of belong to that area. I think 
that there might be a little slopping over. The fact of the matter 
is that it is up to Congress. ‘They can take and do whatever they 
want to with them when this bill is passed. I think this declaration 
of policy ought to keep basin problems in basin areas as much as 
possible. 

Mr. Asprnati. The benefit which you wish to give under the terms 
of this bill to 12 projects which cannot pay for themselves within a 
50-year period should go to those 12 projects alone; is that right ? 

Mr. CLark. No. No. To those that develop in the future as well. 

Mr. Asprnati. Yes. But how about—— 

Mr. Ciark. I did not understand your question then. 

Mr. Asprnatit. What I am trying to find out is how far you would 
go with the application of these power funds to these projects that 
cannot pay out within the 50-year period. There are some areas where 
there are no power revenue benefits whatsoever, and in those areas 
some were going to have to take 100 years or longer to make payment. 

Mr. Cuark. You mean outside of the Columbia Basin ? 

Mr. Asprnauy. Oh, yes. 

Mr. Ciark. I think that is another problem. 

I still think the geographical areas are important, and if you have 
a Columbia River Basin or a Missouri River Basin, or the Central 
Valley of California, the natural resources in that area, of which 
irrigation and power and all that sort of thing are part—they should 
have within res cori limits I presume the adv antages of those things 
todevelop that are 

Some people ines been saying X State is going to get more ad- 
vantage than this one in the basin. I am not opposed to that because 
after all you get the whole geographical unit. 
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Seattle is profiting tremendously from what is happening in the 
Columbia Basin. So is Portland. And all the little towns around 
get some benefit. 

I really believe if I could answer your question the thing ought to be 
held primarily—I would not say just categorically—but primarily to 
the geographical area involved in the basin. 

Mr. Asptnau. The principle of irrigation law, is it not, is that every 
user should pay what he can pay tow ard the cost of construc tion 

Let me ask you: Is it a uniform principle when we say to some 
water users, “Now it is true that your project has been figured over 
a longer period than 50 years, but now because we have a benefit 
in this partic ‘ular basin that comes from power funds we are going 
to permit you to have a lesser time to pay out than we firured on 
when you went into this projec t?” Yet a project which does not have 
available to it power revenues is going to have to continue for the whole 
length of time. 

Mr. Ciark. Is that whole area not included in some basin / 

Mr. Asprnaui. No. Iam sorry to say that apparently it is not. 

Mr. Cuark. Then that would be a matter for C ongress to determine 
where that extra money could come from. I do not think we in the 
Columbia Basin would want to say we are throwing our natural re- 
sources open to the whole area, any place that you might want to use 
it. Nor should the people in California do that, if I may make myself 
plain. 

Mr. Asprnaty. You make yourself plain. I am inclined to be in 
agreement with your position. But I do not know how far we can 
go to upset a principle of reclamation law. 

Mr. Cxuark. They have already done it on the Missouri Basin; 
have you not? 

Mr. Asprnatu. No; not that I know of. 

Mr. Ciark. Do they not havea basin account ? 

Mr. Asprnatu. Yes. But as I understand it there are projects in 
the Missouri Basin area which would take 200 years to pay out. 

Mr. Ciark. They have a lot of power potential in the Missouri 
River Basin. Why do they not use that ? 

You might have to shift around a little bit. I would not be so 
tight that I would not let them have a little. But I do not think 
you ought to open it up as a principle that you are going to scatter it 
all over creation because you would ruin the benefit of it if you do. 

Mr. AspinaLu. Thank you very much. That is all. 

Mr. Rogers. That concludes the area witnesses. The next witnesses 
will be the departmental witnesses. 

I believe we have the Commissioner of Reclamation, Mr. Floyd 
E. Dominy. 

Mr. Dominy, I see you have with you Mr. N. B. Bennett, Jr., As- 
sistant Commissioner of Reclamation; Mr. Morgan D. Dubrow, man- 
ager of the Washington office of the Bonneville Power Administra- 
tion; and Mr. Harold Nelson, regional director of the Bureau at 
Soise, Idaho. Do you want those men here with you or would you 
rather testify separately 4 
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STATEMENT OF FLOYD E. DOMINY, COMMISSIONER OF RECLAMA- 
TION, DEPARTMENT OF THE INTERIOR 


Mr. Dominy. Mr. Chairman, if it pleases you I would like to give a 
brief synopsis of the bill and answer such questions as you would want 
to direct personally to me and then have Mr. Bennett and the staff 
follow with detailed discussion as the committee would like to go into. 

Mr. Rocers. That is fine. You may proceed, Mr. Dominy. 

Mr. Dominy. Mr. Chairman, it is a real pleasure to make my first 
appearance in the 2d session of the 86th Congress before your com- 
mittee in support of this bill which has a favorable report from the 
Secretary of the Department of the Interior. 

This brief statement which I propose to read into the record is 
quite short, and I think sums up the reclamation position quite 
adequately. 

The purpose of this bill is to provide authority for crediting on an 
areawide basis in the Pacific Northwest uncommitted future power 
revenues from Federal powerplants toward the return of those irriga- 
tion costs in excess of the water users’ payment capacity. The bill 
will simply establish accounting procedures under which the irrigation 
program can be carried out and thus extend to the Pacific Northwest 
area a principle long established in reclamation law. 

The basic reclamation law beginning in 1902 required that the cost 
of irrigation facilities be repaid, but without interest. Even though 
such projects benefited directly many other people in the community, 
the water users were responsible for the repayment of the total cost. 
Under this general requirement the projects which were relatively 
simple and easy to build were constructed, leaving the more compli- 
cated and expensive ones undeveloped. Although many of these 
more complicated and expensive irrigation projects are desirable and 
worthwhile, the water users are unable to return the irrigation costs 
in full and it is thus impossible to establish their feasibility under 
reclamation law without repayment assistance from sources other than 
the project lands. 

In recognition of this situation, the Congress has from time to time, 
enacted legislation providing for the use of power revenues to assist 
in the return of costs of a project. Under this piecemeal approach the 
development of a project depended almost entirely upon the accident 
of location and the attendant physical possibility of developing 
power in connection with irrigation on each specific project. 

Congress has met. this problem in three major basins of the West 
by providing for the use of power revenues to aid irrigation on a 
basmwide basis. These basins include the Missouri, the Upper Colo- 
rado, and the Central Valley of California. 

Up until now only an individual project by project approach has 
been legislated in the Pacific Northwest. Under this individual ap- 
proach financial assistance in the amount of $520 million has been 
authorized as an aid to irrigation in the Pacific Northwest. Most of 
this, or $474 million, has been in connection with the million-acre 
Columbia River Basin project. Most of the irrigation projects which 
have a physically associated power potential have now been built. 
Therefore, without a basinwide power revenue account as an avail- 
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able source of financial assistance for most of the remaining irriga- 
tion projects in the Northwest further development would be ser iously 
retarded. 

In essence then this bill provides a basis for planning and recom. 
mending projects with a basinwide power revenue account. bein 
available for repayment of justified project costs determined to be 
above the water users’ ability to pay. It does not alter the standard 
authorization process now in effect. A project could participate j in 
the account only by the specific authorization of the Congress, Ip 
order for a project to qualify for participation in the account it would 
be necessary to establish that (1) the benefits associated with the de- 
velopment exceed the costs, and (2) the water users could pay the 
annual operating costs and return an appropriate share of the con- 
struction costs. In all cases the water users would be expected to pay 
according to their ability for a 50-year period. The balance of the 
irrigation costs on a justified project would be charged to the account. 

The establishment of the account would not change the present basis 
for marketing pow er or setting power rates. 

In the interest of equity, the bill also proposes that existing projects, 
which have repayment contracts extending for a period in excess of 
50 years, be subject to renegotiation to limit the total obligation to 
that which can be returned in a 50-year period. 

The authorization of the account would provide a basis for the 
continued orderly development of the remaining worthwhile irriga- 
tion projects in the Pacific Northwest—an area exceptionally en- 
dowed by nature with abundant water and land resources. We rec- 
ommend its enactment. 

Now, Mr. Chairman, I recognize, as do you, that there is an apparent 
inconsistency here in that the Department and the Bureau are ree- 
ommending in connection with this present legislation the inclusion 
of the older projects that are already built, already constructed, al- 
ready in operation and which have repayment periods presently 
greater than 50 years. 

I recognize, as do you, we have repeatedly opposed the extension of 
the Missouri River Basin power basin account to the older projects. 

The reason for our departure here from our position in connec- 
tion with the Missouri River Basin is strictly one of availability of 
funds. 

The power potential on the Missouri River Basin and the participat- 
ing projects that were authorized by Congress as part of the 1944 
Flood Control Act which established the Missouri River Basin project 
and approved the power-basin-wide power concept in connection with 
irrigation assistance does not leave room for inclusion of the older 
projects within the power rate that has been established. 

But here we do have a greater quantity of water, greater power 
potential, and there are funds available not only for the projects being 
proposed or considered for authorization but also to include the older 
projects in the Columbia Basin, Pacific Northwest area, that have 
already been built, that do have repayment contracts in excess of 50 
years. 

Mr. Asprnati. With respect to that to which you make reference, 
the same principle that is involved as to the U ncompaghre project, 
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the Grand Valley project, the Eden project, and the Paonia project 
of the upper Colorado River project. 

Mr. Dominy. Yes, sir. I recognize the inconsistencies as the com- 
mittee certainly does. 

Mr. Aspinau. There, the moneys will be available. 

Mr. Dominy. In connection with the Colorado Storage project, I 
think that is true. Within the same rate structure that 1s being con- 
sidered for Glen Canyon and Flaming Gorge, perhaps not quite as 
favorable a payout as we have in the Pacific Northwest, with the 
tremendous flow that we get in the Columbia River and its tributary 
streams. 

Mr. Asprnatu. The time element is not quite as favorable. 

Mr. Dominy. That is right. 

Mr. Asprnati. Otherwise the principle is the same thing. 

Mr. Domriny. That is right. 

Mr. Asprnatu. Do you not think, and this is a question of procedure 
more than anything else—do you not think that it would be far better 
for reclamation gener: ally if, as these projects wanted this help and 
needed this help, that they would come before Congress for the au- 
thorization of the new approach rather than try to put that through 
in this legislation, this benefit en bloc ? 

Mr. Dominy. The only advantage, of course, in handling it in this 
fashion is that it settles it for the Pacific Northwest in one piece of 
legislation rather than having more. 

Mr. Asrinatyi. That is right. If it were in the other body, where 
they are not asked these questions concerning procedures of reclama- 
tion, I think perhaps we could go ahead with it? But in this body 
where they go into every little bit of the authorizing legislation we 
have to uphold it on the floor. May I say that if my colleague from 
Pennsylvania were here today, he might have more to say about this 
particular matter than I; but I know that he will have something to 
say about it when we get to the floor, or get to the full committee, 
either one. 

As far as I am concerned, it is just a practical issue. Do we wish to 
keep our procedure uniform along with our policies, or do we wish to 
give specific benefits to specific areas ? 

I appreciate the fact that with the way we have operated heretofore 
on extending the payout. period we have given specific benefits to 
specific areas. I realize that. But in so doing we have at least been 
honest with those water users and told them they would have to pay 
over the extended period of time, and Congress in each instance has 
gone along. 

Mr. Dominy. I want to say at the outset that from my 15 years of 
experience with this committee, I know that, from all the repayment 
contracts that we have brought up here and got approved in C ongress, 
you are dedicated to the premise that the farmers on these projects 
should be expected to pay up within their reasonable ability and not 
more than that. 

We have adjusted many of these contracts to periods extending for 
a good long while, as the chairman mentioned a moment ago. 

Of course, I think it can be argued that as long as the : annual charges 
are within his ability to absorb ‘and still make a profit from his farm- 
ing operations that it is not too important whether the *y run 50 years, 
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60 vears, or more. It is only rent. Where the annual charge ig go 
burdensome that the farmer cannot pay it and still have a growing 
business, then it becomes critical. 

Mr. Asprnati. Do you know what is going to happen to the gentle. 
man from the Fourth District of Colorado as soon as this legis): ation 
is approved‘ Immediately those project users under those projects, 
which I have enumerated, will ask me to present legislation. 

Mr. Dominy. As a matter of fact, I could predict that about. 49 
amendatory contracts would immediately be up for reconsideration, 

Mr. Aspinauu. Yes. 

We have forgiven some of the cost of construction but we have 
never shortened the period, that I know, of repayment. We have 
lengthened it in most instances. 

Mr. Dominy. These are things that certainly will have to be 
considered. 

1 wanted to be sure that the committee understood that the only 
reason the Department has insisted in the Missouri River Basin that 
we could not include the old projects was because we could not. see 
that the power revenues over and above those required for the new 
authorized units would be available. 

Mr. Asprnati. You will have some projects that are being talked 
about. now for new authorization which at least its sponsors are trying 
to tie them to the power revenues on a 50-year payout period. 

Mr. Dominy. That is exactly right. 

Mr. Aspinautu. As you have studied this particular legislation from 
the people in the areas which will be included in this account program, 
how much opposition have you found ? 

Mr. Dominy. Actually, Mr. Chairman, I think I could agree with 
the answers to that. question that the outside witnesses have put into 
the record here. I think that as the matter has been carefully ex- 
plained throughout the Pacific Northwest that for the most part the 
opposition has vanished. 

I think it stemmed first from the belief that if this were passed it 
woul lmean an immediate increase in power rates. 

As I have t testitie «d and as the bill clearly sets forth this is not to have 
influence on the establishment of power rates. The bill is very clear 
on that point. 

As one of the outside witnesses testified many of the power users of 
eXisting projects, like the Grand Coulee and Bonneville, would hope 
of course that after the repayment of both power plus interest plus 
aid to irrigation that is already authorized, that then the rate might 
be reduced. That does not necessarily follow of course. The rate 
would not necessarily be reduced after payout. 

If the power was still being marketed at a level lower than alternate 
sources of power could be made available I see no reason why the rate 
should be reduced. Rather the revenues ought to continue to be ap- 
plied into the Treasury and either be avail ible as this bill would pro- 
vide for additional resource development or be a return to the Treas- 
ury for other justified expenditures. 

And as that has been explained, Mr. Chairman, I think most of the 
opposition has evaporated. I really do not believe there is a solid bloc 
of opposition to this proposal in the Pacific Northwest. 


Mr. 
Depa 
eee 
lieu 
have 2 

Wo 
sure 0 

Mr 
shall 
cated 
whet! 
with 
do th 
cleal 

W 
from 
do w 

W 

M 

M 
Don 

C 
only 
othe 

M 
that 
assl 
sup 
A 
tha’ 
ita 
the 
to? 
] 
lan 
be 
the 
a1 
int 
its 
ab 
me 


th 
av 


as 
CI 
W 
n 


C 


is So 
ving 


ht le- 
ition 
ects, 


4() 
Hon, 


Lave 
lave 


» De 


mly 
that 

See 
hew 


ked 


‘Ing 


rom 
am, 


ith 
nto 
eXx- 
the 


Lit 


ave 
ear 


of 
ype 
lus 
rht 
ate 


ate 
ute 
ip- 
ro- 
AS- 


he 
loc 


PACIFIC NORTHWEST ACCOUNT 85 


Mr. Asprnauu. One other question has to do with the report. The 
Department recommends that the bill be amended on page 2, line 11. 
Strike out the phrase “where and as provided by law.” and insert in 
lieu thereof the phrase “in accordance with law.” In the report you 
have an explanation. 

Would you care to add to that explanation just a little bit so we are 
sure of what is intended. 

Mr. Dominy. The problem here involves whether or not interest 
shall be charged during the payout period on the amount that is allo- 
eated to power. It has been the policy of the Interior Department, 
whether required by law or not, to pay out the allocation to power 
with interest. And this would make clear that we could continue to 
do that. In some of the projects that are already built there is not a 
clear requirement in law to charge the interest. 

We were afraid that this language as written might preclude us 
from charging the interest. We do not believe that is desirable. Nor 
do we think that would be the intent of Congress. 

We want to clear that up. 

Mr. AsprnaLu. The gentlewoman from Idaho. 

Mrs. Prosr. Mr. Chairman, I would like to welcome Commissioner 
Dominy to our committee, it is always a pleasure to hear from you. 

Commissioner Dominy, do you feel that this legislation should apply 
only to the Columbia Basin region rather than reaching out into the 
other areas as was discussed earlier? 

Mr. Dominy. Mrs. Pfost, you put me on something of a spot in 
that some of my views with regard to availability of power revenue 
assistance in the 17 Western States have not culminated with the full 
support of the administration and the Budget Bureau. 

As a matter of fact, I have not had any occasion to see legislation 
that would broaden it any wider than a basin account. This broadens 
ita little bit in that under certain circumstances power revenues from 
the Pacific Northwest power pooling account could be made available 
to States within the Columbia Basin that have land across the divide. 

[ personally would feel, as I said in my speech to the National Ree- 
lamation Association in October, that ultimately reclamation should 
be supported by the 17-State approach to power pooling revenues so 
that a desirable project, such as those Chairman Aspinall mentioned 
a moment ago, that might be fully desirable, fully in the national 
interest to develop, but having no power potential on the project 
itself and not being within the basin where power potential is avail- 
able, would have to be passed up under present reclamation require- 
ments. Yet that project may have a higher benefit-cost ratio. 

It might have a greater percentage return from the lands than some 
that would be built in basins where the power revenue account is 
available. 

Of course, it can be argued that we ought to confine it to the basins 
as has been done historically because tha at is where the revenues are 
created. That is where the market is for the power. The people 
within that basin generally are using the power and paying the reve- 
nues for the power. 

However, they are still getting power at rates that are attractive. 
Otherwise, we could not build the | project to start with. 
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We almost always have been able to sell power at a competitive rate 
cheaper than other alternate sources of power in that area. 

Of course, we also recognize that the subsidy of interest-free money 
on reclamation comes from the whole of the United States. 
not come just from the area in which the project is built. 

So I think an argument could be made to broaden the basin account, 
However, this bill does not do it, and we favor the bill which jis jy 
accordance with other precedents of having a basin account confined 
to a basin except in this case it does reach over into other areas of a 
State that partially is within the basin. 

Mrs. Prost. As you interpret the bill, you can see no language jn 
it that would cause the cost of power to be increased / 

Mr. Dominy. No, ma’am. This bill is very explicit with reg 
that. 

Mrs. Prost. The only objection that I heard is from some of the 
power user groups who have been afraid that this might be a vehicle 
by which power rates would be increased. But we thought in draft- 
ing the language that we had covered that very thoroughly. And 
you feel that we have? 

Mr. Dominy. Yes, I do. As I said a moment ago, Mrs. Pfost, 
it might prevent a reduction of rates, although the reduction is not 
guaranteed whether we have a basin account or not. The rate struc- 
ture for the federally constructed part—— 

Mrs. Prosr. Certainly it does not open the door for increasing 
them. 

Mr. Dominy. No, ma’am:; it does not. 

Mrs. Prosr. What is your recommendation on the interest com- 
ponent / 

Mr. Dominy. We have for many years in the Department. recom- 
mended against use of the interest component as a source of aid to 
irrigation. I think that is a consistent and well-established position 
now of the Bureau of the Budget and the administration on that 
point. 

Incidentally, I recognize full well as do all of you members of this 
committee that when we establish these basin accounts as an aid to 
irrigation that. you place considerable responsibility on me and on the 
Secretary of the Interior and on Congress to see that it is not abused 
and that the water users are required to pay a reasonable amount 
within their ability to pay before you draw on power revenues as 
an aid to irrigation. 

We have that matter constantly before us in some cases where power 
revenues are available. Of course, the irrigation districts want to beat 
the rate down as low as they possibly can. 

At the moment I happen to be thoroughly unpopular in some areas 
because I have not been able to agree on a rate structure that is lower 
than I think is justified. 

Mrs. Prost. Thanks very much, Mr. Commissioner. 

Mr. Asprnatu. The gentleman from Washington ? 

Mr. Westianp. Mr. Dominy, we heard some testimony here that 
in the year 2020 or something like that there is going to be available 
some $500 million or so from the power revenues of the Columbia 
Basin. Is that approximately correct ? 

Mr. Dominy. Yes. 
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We have a chart here that shows the unassigned revenue there in 
the orange hatch to the right and the green shows the authorized 
fnancial assistance and the years and the amounts in which it will 
acerue On projects where pow er is already authorized to aid irrigation. 

Mr. WesrLanp. At the present time, I believe Bonneville was in 
the red last year for the first time. 

Mr. Domtiny. I would rather wait until the Bonneville witness is 
before you to explain the accounting of the Bonneville system. There 
js some disagreement as to whether they are in the red or not. It 
depends on how you handle the reserves which they have accumulated 
jn prior years. 

fr. WestLianp. According to GAO I believe they were in the red; 
js that not correct ? 

Mr. Dominy. Yes, I think that is correct. 

Mr. WestLANb. That was the first time? 

Mr. Domtny. Yes. 

Mr. WestLanpb. Nevertheless, Bonneville is still $65 million ahead 
in their repayments / 

Mr. Dominy. I think that is correct, when the reserves are taken 
into account. 

Mr. WestLanv. What leads you to believe that there is going to be 
this excess of funds—and I am sorry I cannot read your chart too 
well—when does this begin ? 

Mr. Dominy. Actually under this basin account—as will be estab- 
lished here—as soon as a project pays out for power purposes, then 
the revenues from that particular power-producing unit would be- 
come available as an aid to irrigation. Under some of the other basin 
accounts, the powerplants are all pooled together and all of the power 
is paid out before there are any revenues to aid irrigation. This par- 
ticular bill would establish it unit by unit. So you see there is some— 
the green starts there in the year 1971 or 1972. 

Mr. Westianp. Where does that start with? The Grand Coulee 
Dam ‘ 

Mr. Dominy. No, sir. 

Which plant is that? 

Mr. Dusrow. The seventh unit of the Minidoka project is the first 
one to be paid out. 

Mr. WestLanp. I am familiar with that one. As each project pays 
out. 

Mr.-Dominy. As each project power feature is paid out. 

Mr. WestLanp. Then the excess funds from that particular project 
would be available—— 

Mr. Dominy. Would become available as an aid to irrigation. 

Mr. WestLanp. Disregarding the overall picture. 

Mr. Dominy. Well, as the green shows that which is already com- 
mitted on projects like the ¢ ‘olumbia Basin, Crooked River, and the 
units that are being approved, around Wen: itchee, below Chief Joseph 
Dam, that would be paid out first. 

Then your unassigned revenues even starts there as early as 1982 
or 198 3—there would become limited power revenues available that 
is presently unassigned that this bill would provide could be applied. 

Mr. Westianp. This isa project basis ? 

Mr. Domriny. Yes. 
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Mr. Westianp. In other words, is this conceivable that some one 
project could be paid off and could be contributing excess revennes 
whereas the over “a picture might still show the area in the red. 

Mr. Domrny. I do not understand your reference to “in the red.” 

Mr. WestLanp. The Bonneville Power Administration situation, 

Mr. Dominy. Well, I am assuming that the Bonneville Power situa. 
tion is a very temporary one. 

Mr. West.Lanp. I hope so. 

Mr. Dominy. I hope so, too. 

As you know they are considering a tie-in to California as a means 
of possibly helping to correct that situation. 

Mr. Westianp. They are? 

Mr. Dominy. Yes, sir. 

Mr. Westianp. Does this legislation contemplate just the existing 
projects as they are now or does it contemplate the construction of 
future projects; future anest 

Mr. Denticy. I am not quite certain on that point. I would like to 
have Mr. Bennett when he gets up here go into that detail with you, 
please. 

Mr. Westianp. The thought occurs to me it has pretty generally 
been the case as we build more dams the cost of them has been higher 
per kilowatt and becomes inc reasingly difficult to maintain 1750 rate. 

Mr. Dominy. The chart that is here is based on existing projects 
and existing payout analysis. But whether the bill permits, I am just 
not positive, whether it would permit expansion of it. I am sure it 
would with the approval of Congress. I am sure it does not. auto- 
matically authorize additional projects without clearance through 
the authorizing process. 

Mr. Westianp. In other words, these excess funds might be rather 
nebulous. They might come in with a project, for example, and find 
out it isa high-cost project but in the overall picture there is enough 
still to maintain the rate, but you cannot show any profit maybe quite 
as clearly as that chart indicated; would that be the case 4 

Mr. Dominy. This chart I am sure is based on existing projects at 
existing rates, and our existing payout analyses. 

Any additional project, either irrigation or power, would have to 
be authorized by Congress and if it were a high-cost power project, 
and put on the line at the existing rate and if it were a drain on the 
other projects it would have to be done with the approval of Congress. 
It could not be done merely by passage of this bill. 

Mr. Westtanp. I am thinking of a situation where existing projects 
produced the revenues which you anticipate, show this surplus; how- 
ever, we do not feel we are through constructing hydroelectric power 
or reservoirs in the Columbia Basin area. The situation where our 
existing projects are showing this profit, then the new ones to be con- 
structed in the meantime on the 1750 rate might be shown as a loss. 

Mr. Domtny. Right. 

Mr. Westianp. And we would re: ully take the profits from here and 
say this was for irrigation and the other one, well we are going to 
charge a higher rate to break even with the others-—— 

Mr. Domrny. This bill does not do a thing concerning that. If the 
Congress wanted to authorize a high-cost power project, for example, 
and draw on some of these sur plus revenues to hold rates at their pres- 
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ent level rather than reflect this project by increased rates that could 
be done of course by separate authorization and tie it into this same 
account. 

Mr. Asprnati. Will my colleague yield ? 

Mr. WESTLAND. Yes. 

Mr. Asprnati. The Upper Colorado River program does not pro- 
hibit the building of a power project which in itself might not be 
able to pay out within the 50-year period. 

As I understand it, it permits such projects to be constructed if the 
State sees fit to have it constructed and it comes within the State’s 
entitlement under the provisions of the act. 

Mr. Dominy. That is right. That is what I am saying could be 
done here, if they want to authorize a project of that type and tie it 
into this revenue account pattern it could be done. This bill in and 
of itself does not accomplish that. 

Mr. WestLanp. Let me ask you this: Would there be a tendency 
to bring in extreme marginal lands under a program like this / 

Mr. Dominy. Yes. That is part of what I was mentioning a mo- 
ment ago. Certainly we do not want, and I am sure from my 15 
years’ experience before this committee, to open up Pandora’s box. 
We would still want a project and this bill so provides that to be au- 
thorized. The project would have to be economically justified, a 
favorable benefit cost-ratio, and that the operation and maintenance 
would have to be paid plus at least something on construction from 
the irrigable land. 

We have not made a practice of recommending any project for con- 
struction that does not meet those three tests, a favorable benetfit- 
cost ratio, assurance that the operation and maintenance cost can be 
borne by the land, plus at least some payment on construction costs. 

We are building some 

Mr. WEsTLAND. So that is your minimum criteria ? 

Mr. Dominy. That is right. We are building some, Congressman 
Westland, that pay as little as 10 or 12 percent. 

Mr. WrstLanp. How did you get up to 200 years in the Missouri 
Basin ? 

Mr. Dominy. Those were old projects that were built for the most 
art immediately after the passage of the act and they got into trouble 
cee we did not have the knowledge then that we have now. We 
did not make a complete soil analysis, for example, and we tried to 
irrigate lands where some of the lands did not turn out well and we 
had to abandon works. We did not take into account various factors 
such as size of farm and things like that, nearly as much as we do to- 
day. They were in trouble and the Congress did authorize adjust- 
ment of the annual rates to what they could afford to pay but did not 
write off any of the costs except costs attributable to lands that had 
gone out and works that had no useful purpose. 

As Mr. Aspinall mentioned, the Bella Fouche project in South 
Dakota was one of those, and it has not been brought into the Mis- 
sour: Basin account. It was a project that was built long before the 
Missouri Basin was authorized. 

Mr. WestLanp. If this legislation were passed and if these excess 
funds were available, how would they be allocated ? Would it be on 
a first-come-first-served basis? You mentioned 47 bills are going to 
come in. The first one passed gets in first; is that correct ? 
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Mr. Domrny. I was talking there, supporting the chairman’s state. 
ment that on these old projects, existing projects that have long re. 
payment periods approved by special acts of Congress under. the 
amendatory repayment contract procedure, that all of those, of course. 
would think that they ought to have the reduction to 50 years if this 
billis passed. I agr eed with thechairman. I think that is iney itably 
the case. ; 

Mr. WestLtanp. What is the longer repayment period of those mep- 
tioned, Mr. Dominy; do you recall ? 

Mr. Dominy. We have one or two that it is very difficult to say 
exactly what the repayment period is because we put the charge on 
an acre-foot basis and so I have to estimate. 

Mr. Westianp. Mr. Clark mentioned, I think, 75 vears on the— 

Mr. Dominy. There are several in the range of 65 to 100 years, and 
there are one or two I have in mind; specific: ally, the Umatilla project 
in Oregon, that is on a price per acre-foot of water from the storage 
reservoir and those contracts could run up to 200 years. 

Mr. Westianp. They would be reorganized so they would all pay 
off under 50 years. 

Mr. Domrny. In this bill if passed in present form those projects 
with long repayment periods would pay for 50 years and the bala 
of their obligation remaining unpaid would be absorbed by this reve- 
nue ; yes. 

Mr. Westianp. One further question, Mr. Chairman. 

I gather the impression this was all permissive. This legislation is 
still up to Congress to appropriate the funds, and so forth. 

Mr. Dominy. In essence, it would be up to Congress to ge 
any new units coming in. But if this bill were passed, so far as 
existing projects are concerned, the Secretary would then bs ‘stl 
ized to renegotiate the contracts in light of this law. 

Mr. Wesrianp. On line 16, page 2, it says, after paying costs and 
irrigation costs and interest funds, “thereafter to payment of charges 
to the account hereafter incurred pursuant to section 4, subsections 
(b) and (c), of this act.” Does that not get. right into any further 
irrigation projects? Would that not actually commit those surplus 
funds? 

Mr. Domrny. As authorized by Congress; yes. 

Mr. Werstianp. But they would still have to be authorized? 

Mr. Domrny. That is right. This could not apply to any project 
until the Congress had authorized it, and in the authorizing act it 
would be tied into this bill for the revenue beyond 50 years. 

Mr. Wesrtanp. It would still require an authorization by Con- 
gress to do that? 

Mr. Domriny. Yes, sir; except for the listed existing projects that 
have payment periods in excess of 50 years. With the | passage of this 
bill in its present form, I could immediately start renegotiating those 
contracts and with secretarial approval we could sign it on the new 
basis, limiting it to 50 years. 

Mr. Wesrianp. I think that is all, Mr. Chairman. 

Mr. Asprnaty. Mr. Ullman, from Oregon, 

Mr. Utiman. Mr. Chairman, first this chart, Mr. Dominy, it as- 
sumes a 50-year payout, does it not ? 

Mr. Dominy. For power, yes, it does. 
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ate | Mr. AsprnacL. Just amoment. Let us identify the charts. 
re Anybody reading the record would have a hard time understanding 
the | what we are ti alking about. Would you identify it? 


rse, Mr. Dominy. Yes, Mr. Chairman. | ste ' 

this The chart I have been referring to is entitled “Irrigation Assistance 

bly | From Federal Power Projects Existing and Under Construction in the 
Pacific Northwest.” and it shows the power payouts with interest in 

the dark crosshatched portion of the chart. 


eN- : ; 
In the green portion of the chart it shows the amount of money 

say | already authorized for power assistance. 
on | Then the light crosshatch on the right portion of the chart, the 

| light-colored crosshatch, is our estimate of the unassigned revenue 
shake | that will accrue through the year 2030 from the powe rpl: ints already 
und constructed or authorized and under construction at the present time. 
ject | Mr. Utuman. Now, your answer to the question was that it does 
age assume the 50-year payout ? 
Mr. Dominy. For power with interest, ves. 
nay Mr. Utiman. In other words, the present surplus in the Bonne- 
ville account is not taken into consideration at all in the chart. 
acts Mr. Dominy. Well, I am sure that it is as part of payout for Bonne- 
nee ville. Their present financial position would be taken into account. 
Ve. Mr. Utuman. I think it is very important that we know the answer 


to that question, that we are assuming a 50-year payout. Then we 

know, for instance, that the seventh unit of the Minidoka, which is the 

n is one that comes in first, is going to have all its power revenues avail- 

. able at a certain date which is 50 years from the time it starts paying 
rize out, is that not correct ? 


vn Mr. Domtny. Yes, sir. We already have identified that one unit as 
‘or- being available now very soon. It will be paid out very soon. 

Mr, UttmMaAn. Now, the account would vary depending on whether 
and you are taking into consideration the surplus. If that would reduce 
eS the 50-year payout, and I do not see how how it could, then the chart 
ons certainly has variable interpretations. 
her Mr. Domrny. Mr. Bennett and others will be able to give you com- 
)lus plete details as how that chart was put together. I am sorry I 

cannot. 


Mr. Utimay. It is a very intriguing chart and I want to pursue 
that matter further. 


ject You spoke about the 17 Western States approach to the prob- 
+ it lem of reclamation. I am always in favor of moving forward in the 
field of water resource development law. I think that we certainly 

i should be considering new avenues. 
I certainly would not go so far as to commit the Pacific Northwest 
hat power revenues to any other region. But if you are thinking in 
ite terms of doing that it seems to me then you are going to have to re- 
ose =| ~—s evaluate your position on proposed new dev elopments on the Columbia 
lew and the Snake Rivers, because then it matters a great deal to the whole 


country whether you are going to have a Federal project at Pleasant 


Valley or a private project at Mountain Sheep, or a Federal project 
somewhere else. 


se It seems to me that as a part of our analysis we are going to have 


to consider the effect that public or private Svvelotena would have 
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on future reclamation in the West, if we are going to tie reclamation 
with power revenues from public generators. 

Mr. Dominy. Certainly. And again I want to make it abundantly 
clear that this suggestion that I made in my speech to the NRA has 
no validity as far as the administration or present policy within the 
Department or the administration is concerned. I merely as 

Mr. Utiman. May I interrupt? 

Or as far as the policy is determined or already having been deter. 
mined by Congress. 

Mr. Domriny. Certainly. That is what I was about to add. 

I brought it up as one thing that ought to be considered to help 
assure the complete and full development of the water resources, not 
of limited or segregated basis, but of the whole 17 States. 

Mr. Utiman. I for one believe that the executive department has 
the responsibility to bring to Congress recommendations for water 
development and I think that cert: ainly Mr. Dominy is acting within 
his authority in so suggesting this as a possible alternative. 

Let us turn to this problem of the Pacific Northwest. I would say 
to the witness that this was a live issue in the Hells Canyon contro- 
versy. Here we had power revenues for the Snake River Basin account 
that would have provided those revenues for a subbasin of this basin 
for irrigation and reclamation development, assuming at such time 
that the overall account would come into be “ing, that it would be placed 
ina Pacifie Northwest account. 

Now, as a result of the outcome of that middle Snake situation, 
there will be no power revenues from that stretch of the Snake that 
will ever be applied to irrigation or reclamation development, in my 
opinion, because that water and that power belong to someone else, 

As far as those projects that are enumerated in this bill are con- 
cerned, existing projects that would come under the act, is it not true 
that they are all within the basin and that their return flows would 
have some effect. upon contributing to power development in the 
Pacific Northwest ? 

Mr. Dominy. Yes; that is true. 

Mr. Utiman. In other words, there is some valid basis for saying 
this project, for example the Owyhee project, is a part of the basin: 
it does control the water and does add to power development and, 
therefore, there will be some argument certainly for including it in the 
framework of the bill for assistance of power revenue. 

Mr. Dominy. That is true, sir. 

Mr. Utitman. I am concerned with this measure, and I want to get 
your opinion on this matter. 

First, as you know, there is already an account in effect, wnder the 
Bonneville Power Administration where the cost of the different 
projects that are being constructed are leveled. Is that. not correct? 

Mr. Domrny. You mean as an aid to irrigation ? 

Mr. Utiman. No: not for irrigation, a power account. 

Mr. Domriny. Yes; a marketing or pooling account as far as market- 
ing 1s concerned. 

Mr. Utiman. The cost of the many projects are added together and 
pooled in payout. 

Mr. Dominy. Yes. Mr. Dubrow will be available and can give you 
any details on that. 
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Mr. Utiman. In your opinion, just how does this change that ac- 
count? Is it moving it from the power account to a reclamation 
account hah oth \ 

Mr. Dominy. You mean the availability of the power pooling ac- 
count that would be set up by this bill? 

Mr. Uttman. Yes. Will the Secretary make the determination in 
the future on the basis of reclamation needs with a future power and 
storage dam ge tting what is left, if any / 

Mr. Dominy. I am not positive that I get the import of your ques- 
tion. I would prefer that Mr. Bennett and the staff give you a full 
answer on that. 

Mr. Utiman. I certainly will ask that question of them. 

[ think it is very important to know whether the intent of this bill 
ig to deprive the area of future higher cost power and storage projects. 

Mr. Dominy. Those not yet authorized. Certainly this bill does 
nothing as far as any future authorization projec ts are concerned, ex- 
cept to prov ide a payout, a policy that additional irrigation projec ts— 
and if the Congress so determines—additional power projects could 
be constructed with 50-year payout looking upon this pool revenue as 
part of the payout. 

But it does not in itself authorize any such projects. 

Mr. Uttman. No. That certainly is true. But 1 am wondering 
what happens to the sur plus. Can we authorize higher storage pro}- 
ects, as we can do under existing law in the Bonneville Power Admin- 
istration, and balance off the cost of those projects against the lower 
cost projects and maintain the same power rate, even though the elec- 
tricity from that single project could cost more if operating by itself. 

Mr. Dominy. I am certain we can do this under this bill. To the 
extent that a high-cost project is brought in without increasing the 
rates, of course there will be less pooled revenue available to aid 
irrigation. 

Mr, Utiman. What you are saying is that this surplus that we have 
today is still available for such a balance ing procedure, even if this act 
is passed. 

Mr. Dominy. Certainly, if the Congress wants to authorize that type 
of participating power project ; cert: ainly. 

Mr. Uttman. You are also completely satisfied that this legislation 
very definitely and specifically puts off the power subsidy to the end 
of the payout period of each specific project / 

Mr. Dominy. Yes. The power would be paid out first with interest. 

Mr. UttmMan. You are not tapping the surplus now on hand ? 

Mr. Dominy. No, sir. 

Mr. Utieman. I will be anxious to pursue this further with some 
of the other witnesses, some of your technicians, to find out just 
exactly where in the legislation it does that. 

Mr. Dominy. Very good. 

Mr. Uttman. And you do not think that any other Secretary could 
90 interpret. the act as to preclude the putting off of the payout period 
so as to tap the existing surplus on hand ¢ 

Mr. Dominy. Well, I think Iam familiar with the intent of thi. bill. 
lam of course not a constitutional lawyer, and I am not competent to 
say what else might be interpreted. 
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Mr. Utiman. I am interested in finding out your intent, and ] 
think I am 

Mr. Dominy. The staff can give you, I am sure, some additiona} 
detail and assurance on that. 

Mr. Uttman. I am satisfied in that respect. 

Thank you, Mr. Chairman. 

Mr. Cuenowetnu. Mr. Chairman ? 

Mr. AsprnaLyt. Mr. Chenoweth ¢ 

Mr. Cuenowetu. How many projects are involved in this legisla. 
tion? How many projects would be affected by it? 

Mr. Dominy. Of course, the future-—— 

Mr. Cuenowetu. I am talking about the present. 

Mr. Dominy. At the present time, this refers specifically to the 
Boise, Columbia Basin, Crooked River, Hungry Horse, and Palisades 
Federal reclamation projects; the Talent division of the Rogue River 
Basin Federal reclamation projects; the Kennewick and Roza diy. 
sions of the Yakima Federal reclamation project; unit No. 7 of the 
Minidoka project powerplant; the American Falls powerplant of the 
Minidoka Federal reclamation project; the Bonneville Power Ad- 
ministration transmission system; all presently authorized projects in 
the Columbia Basin. 

Then it also specifically refers to the Army power dams that are in 
Pacific Northwest and to other power dams that may be authorized, 

Mr. Cuenowern. They are included ¢ 

Mr. Dominy. Yes, sir, 

Then it also refers to the specific irrigation projects in the Pacific 
Northwest which have repayment periods in excess of 50 years. 

Mr. Cuenoweru. I was wondering what the total number would 
be, Mr. Dominy, altogether? I thought may you had that figure in 
front of you? 

Mr. Dominy. I do not have that figure specifically in mind. 

Mr. Curnowetn. As I understand it, the passage of this legislation 
will pool the power accounts and then more or less pick up the tab 
on the projects where they are having difficulty of meeting their repay- 
ments ¢ 

Mr. Dominy. Yes, sir. It will do two things, Congressman Cheno- 
weth. It would provide on the existing irrigation projects with long 
repayment periods that the Secretary would have authority to rewrite 
those contracts and charge the amounts that would not be recovered 
in 50 years to this basin power account. 

It would also provide that he could plan additional projects for 
submittal to Congress for authorization with the costs in excess of 
those which the water users could repay in 50 years being assigned to 
the power revenues provided for in this account. 

Mr. Cuenowetu. Was the main purpose of the legislation to take 
sare of the projects which are now authorized ? 

Mr. Dominy. No, sir. 

Mr. Cuenowern. To take care of future projects? 

Mr. Domrny. The main purpose is to take care of future projects. 

Mr. Cuenowern. It would have no practical effect on present proj- 
ects then? 

Mr. Domriny. Well, it would have practical effects on these listed 
projects if the bill is enacted in its present form. 
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Mr. CHenowetu. Some of these projects are paying out now, are 
they not ? 

Mr. Dominy. Yes, sir. They are paying their charges under ex- 
isting contracts, some of which run more than 50 years, and if this 
pill is passed, they would be relieved of paying beyond the 50 years. 

Mr. Cuenowern. Would the greater percentage fall in that 
category ¢ 

Mr. Dominy. No. Only about 34 million out of something like 600 
million that would be available. 

Mr. CHeNowern. You referred to the chart. But you did not men- 
tion the figures. Could you give us the figures that are on that chart ? 
[cannot see the chart from her re, 

Mr. Dominy. What is the amount of the unassigned power revenues 
by the year 2030 ¢ 

Mr. Duprow. About $1. 25 million by 2O3B0. 

Mr. Dominy. About $1,025 million by the year 2030. On the au- 
thorized power projects above that whic h is already committed to aid 
irrigation by specific authorization there would be about $1,025 mil- 
lion of surplus available. 

Mr. CHENOWETH. By 2030? 

Mr. Dominy. By 2030. 

Mr. Cuenowetn. How long is that? 

Mr. Dominy. That is 70 years. 

Mr. CHENOWETH. 70 years ? 

Mr. Dominy. Yes. 

Mr. Cuenowetn. In event this legislation is not enacted, where 
will this power revenue go? 

Mr. Dominy. Once the powerplants have paid out the revenue would 
continue to come into the Treasury unless the rates were reduced to a 
level just covering operation and maintenance, which is entirely un- 
likely, I think. 

Mr. Cuenowetu. Is there going to be a demand to reduce the rates 
out there to take advantage of that payout ? 

Mr. Dominy. I think there would be a demand; yes, sir. 

Mr. Cuenowern. Is there some conflict of thinking on this proposal ? 

Mr. Dominy. I do not think generally that people believe they 
should get power at actual cost, if that would reduce the rates sub- 
stantially below competitive sources of power, because certainly Fed- 
eral hydro is not sufficient in amounts to give power to everybody in 
the basin. I for one certainly think that Federal hydro ought to be 
marketed at a rate not too much different than what it would be from 
available sources other than Federal hydroplants. I donot know why 
we should build Federal powerplants and market the power at absolute 
cost, for example. 

Mr. Rocers. Would the gentleman yield there for a minute? 

Mr. Cuenowetu. Certainly. 

Mr. Rocers. Mr. Dominy, by that you feel that power rates ought 
to be in keeping with the general economy regardless of whether it 
is private or public power that is being sold? 

Mr. Dominy. That is right; certainly. 

Mr. Asprnaty. Will my colleague yield? 

Mr. Cuenowern. Certainly. 
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Mr. Aspinati. Is that not a policy for power produced under the 
multiple-purpose hydroelectric projects or reclamation and perhaps 
also the power produced by the Army Engineer projects 4 

Mr. Dominy. At least to the extent where we market the Army 
power. f 

Mr. Asprnauy. That is right. 

Mr. Dominy. This has been, I think, an accepted practice in estab- 
lishing rates. 

Mr. Cuenowern. I do not want to take further time, but I would 
like to make one additional inquiry. | 

What is the average power cost up there?) What are you selling 
power for now / . 

Mr. Bennerr. Now—power is sold under two different rate sched- 
ules. One on the Columbia Basin, $17.50 per kilowatt year, and one 
in the Snake River Basin which is a somewhat different rate, a little 
higher. 

Mr. Dominy. That was Assistant Commissioner Bennett who re- 
sponded to the inquiry. 

Mr. CuenowerH. How many mills is that? You say kilowatt 
year. What did you mean by that? 

Mr. Bennett. If reduced to kilowatt-hours on a 100-percent. load 
factor that would run you about 2 mills per kilowatt-hour. 

Mr. Cuenowetu. About 2 mills? 

Mr. Bennetr. And about 314 in the Snake River Basin. 

Mr. Cuenowetru. What is the commercial power rate in the North- 
west by private utilities / 

Is that some considerable gap between the two? 

Mr. Bennetr. Not too much. It is somewhere around 414 mills in 
the Snake River Basin and not too far from that in the Columbia 
Basin. 

Mr. Cuenowetu. These power rates, then, are not up to the going 
commercial rates in the Northwest now / 

Mr. Bennerr. No. 

Mr. Cuenowern. And never will be? 

Mr. Domriny. It is unlikely they will be. Mr. Chenoweth, if you 
want to explore that line of questioning a little more, Mr. Dubrow 
of the Bonneville Power Administration will be a witness a little 
later and he can go into that, I am sure. 

Mr. Cuenowetu. I think that is all, Mr. Chairman. Thank you, 
Mr. Dominy. 

Mr. Rocers. Mr. McGinley ¢ 

Mr. McGinury. Mr. Chairman, on page 3 of the bill it defines what 
the Columbia River drainage basin is and down in section 3 it relates 
to particular projects. 

Are these the projects that are contributing to the power fund! 

Mr. Domtny. Yes. 

Mr. McGintey. On the basis of the chart ? 

Mr. Dominy. Yes. 

Mr. McGrntry. And then on page 4 the next series of projects that 
are listed, are those, I take it, that have already been constructed or 
nearing the end of construction. Are they also contributing to the 
power / 


Mr. Dominy. Yes. 
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Mr. McGintry. Is any one of these projects listed in the bill a com- 
pletely dependent irrigation project without being revenue producing 
for power ¢ 

Mr. Dominy. None of those in the section you referred to are spe- 
cifically irrigation alone. They are the power projects as well and 
many of them are only power projects without irrigation. 

Mr. McGin ey. So that there are no projects listed anywhere in the 
pill that are solely irrigation projects and not power producers, is 
that correct ¢ 

Mr. Dominy. Only those that are listed where they list the existing 
projects that will get the power-pooling assistance where their pay- 
ment period is be yond 50 years. 

Mr. McGintey. I see those at the top of page 6. 

Mr. Dominy. Yes. Some of those projects have no power at all. 

The Roza has a little power in connection with it and the Boise also 
has some power in connection with it, and the Talent. 

Mr. McGintry. Mr. Dominy, do you have in your working de- 
partment a reserve of studies on hand as potential investigation where 
you intend may ultimately share in this basin power revenue ? 

“ Mr. Dominy. Well, we have, based on our reconnaissance investi- 

gation we could give you a pretty good idea of the possible feasible 
irrigation projects that would be feasible if this basin account. were 
establis hed: 3 ves, SIPr. 

Mr. McGintry. So you do have studies afoot in that area for future 
reclamation projects ? 

Mr. Dominy. Yes, indeed. 

Mr. McGintry. Now, then, you have explained up here they have 
adopted the piecemeal method of getting Federal power assistance for 
irrigation projects as distinguished from the Missouri Basin where it 
all started from seratch, is that r ight ? 

Mr. Dominy. Of course, the Missouri Basin did not start from 
scratch in that we were building projects for years. 

Mr. McGintey. I mean started from scratch insofar as the Federal 
power revenue available is concerned; is that right ? 

Mr. Dominy. No. The North Platte project, for example, had 
power. In the Missouri Basin it was a separate project. 

Mr. McGintey. That ties in spec ifically to that project. 

Mr. Dominy. That is right. That is what we are saying here. 
That is what has been eae in the Pacific Northwest. 

Up to this point of time, any “ists r assistance to a Federal irriga- 
tion project in the Pacific Northwest was specifically tied to either 
power produced on that particular project or like the Crooked River 
it was assigned to a specific power structure within that payout 
analysis of that power structure. 

Mr. McGintey. Mr. Dominy, looking to the Missouri River Basin 
account as a guide for us in formulating this legislation, at the time 
that this act was passed you have explained that you made a forward 
look rather than a backward look to pick up existing projects and 
that was because you felt there was a lack of sufficient revenue to 
take care of all past and future. 

At the time that that was enacted were there areas designated for 
study looking toward the development of projects that are now under 
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construction and are now under feasibility study in Nebraska, for 
example ? 

Mr. Dominy. Yes. The 1944 Flood Control Act authorized the 
construction of all the main-stem reservoirs by the corps and the 
Bureau of Reclamation and listed a whole host of irrigation units and 
actually authorized them for construction as part of the Missouri 
River Basin project. Immediately, we got underway in building 
some of those, like the Frenchman-Cambridge in Nebraska, and the 
Nebraska and Kansas Bostwick, and the Sargent unit in Nebraska 
and so forth. 

Currently we are bringing those units back to Congress, for the 
most part, for reauthorization. 

Mr. McGintey. Because of change in place and so forth? 

Mr. Dominy. Because of change in am and the cost-price rela- 
tionship now is so far different than what was included in the ma- 
terial furnished to Congress when that broad project. was authorized, 

Technically the units are still authorized and there may be some of 
them close enough to that which was described to Congress that we 
might feel free to go ahead and construct them merely by seeking 
appropriation and review the matter with the Appropriations Com- 
mittee without bringing it to the Legislative Committee. 

But for the most part we have been coming back to Legislative 
Committee and getting reauthorization, so to speak. 

Mr. McGintey. If there are any further projects that develop as 
likely a possibility that may be feasible that are not now included in 
the passed Flood Control Act legislation, they would have to come 
in and seek authority to being included in the Missouri River Basin: 
is that right ? 

Mr. Dominy. That is correct, sir. To that extent it is similar to 
what happened here. 

This merely establishes the account and each project or unit would 
have to receive favorable action by Congress in order to be included. 

Mr. McGintey. It lists some and says other projects that may be, 
which means, they in turn, would come in and ask for inclusion. 

Mr. Dominy. That is right. 

Mr. McGintry. I do not believe I have any further questions, 
Thank you. 

Mr. Rogers. Mr. Morris? 

Mr. Morris. No questions. 

Mr. Rocers. Mr. Dominy, I have several questions, but I will forego 
most of them in view of the hour. 

There is one thing now on which I wish an answer. 

On the first page of your statement you refer to the uncommitted 
future power revenues. Are you talking about the $1,020 billion that 
you had reference to? 

Mr. Domriny. I am talking about the power revenues from these 
‘xisting or authorized powerplants in the Pacific Northwest over and 
bove the commitments that the Congress has already authorized for 
rrigation repayment on those authorized projects like the Columbia 
Basin and the Crooked River and Greater Wanatchee. 

Mr. Rogers, $520 million ? 

Mr. Dominy. Yes; that is the amount of power aid to irrigation 
already authorized. 
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Mr. Rocers. You do favor, Mr. Dominy, the inclusion of present 
contracts that have a long payout to be revised and rewritten in order 
to bring them into the shorter payout schedule by assigning part of 
the power revenue to pay out of that project? 

. Dominy. Yes, sir. The official departmental report is favor- 
able on the bill including that provision; yes, sir. 

Mr. Roerrs. Mr. Dominy, just one other question: What is going to 
be the answer of members of this committee if we are asked on the 
floor why it is that this bill could—I do not say it would, but say it 
could—create a situation where you were earmarking all of the profits, 
let us call them, net revenues, after the payout of the project, for use 
in that particular area ? 

Mr. Dominy. That is substantially, of course, what the bill does. 
If we continue to find feasible developments that have favorable 
benefit-cost ratio and can meet the other obvious good tests of feas- 
ibility, we could be coming up here for the next 25 or 30 years with 
new projects to be paid out with the assistance of the continuing power 
revenue. 

The only argument that seems reasonable to me to confine it to the 
basin is that, of course, where the natural resource occurs, the power 
which provides the assistance is generally marketed to the people 
living within the basin, so it can be said here is one area defined as 
the Columbia River Basin which is helping itself by developing its 
resources. 

Mr. Rocrers. What are we going to say to them when they say that 
may be true but this is a situation where the basin itself is wanting to 
utilize all of the benefits, all of the direct benefits of these projects 
to be confined to this basin rather than to be applied to the overall 
picture of the United States clear across the board. 

Mr. Dominy. I think at that point of time you will need some help 
from the people who reside in the basin. 

Mr. Rocrrs. Yes. But then they are going to say you needed help 
from those that did not reside in this basin when you built this project. 
What I am looking for is an answer because I know the questions are 
going to be asked. 

Mr. Dominy. The precedent of course has been pretty well estab- 
lished. We have set these up by basins. 

Mr. Rocrrs. I know. They are not worried about precedent. In 
other words, they argued because you did one thing, there is not any 
reason why you should do two, that each tub has to sit on its own 
bottom. It is going to have to justify this from the standpoint of 
economic feasibility. Not because the Colorado River storage project 
was doing it, or the Missouri basin was doing it, but because it had to 
be done in this Northwest. 

Mr. Dominy. I think you have a very good argument in that his- 
torically interest-free subsidy has been available to reclamation no 
matter where the project was in the 17 Western States. So as long as 
you are paying back the full cost to the project, all of the cost allo- 
cated to power from any power project is repaid with interest and 
then the revenues beyond that from marketing that power pretty 
largely to people within the basin is used to repay the reimbursable 
part of irrigation. 
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I think there is a reasonable argument that the Pacific Northwest 

rater potential ought to be used first to build those feasible irrigation 
sedienie before that power potential becomes available to build proj- 
ec _ somewhere else. I think that could be defended. 

I do not think it could be defended to the extreme of saying that 
because we have power revenues in the Pacific Northwest we can con. 
tinue to build irrigation projects that cannot even pay operation and 
maintenance, for ‘example at that point I will say it ought, to be 
moved to an area that does not have any power assistance and build 
some desirable irrigation projects there. 

Mr. Rogers. Was the argument not made originally and has beep 
repeated many times in justification of these projects both for the 
multiple purpose, especi: ally the multiple-purpose projects, when they 
were paid out, that the revenues flowing from the power would be 
_ available to the General Treasury account for use in the United 
States, and it was an investment for that purpose / 

Mr. Dominy. Certainly. They had the H: ayden-O’Mahoney amend- 
ment which goes back a long way now. That establishes that prinei- 
le that these federally constructed and financed powerplants did 
velong to the Government as a whole and the revenues would continue 
to flow for the benefit of the Nation and not. to the benefit of the 
specific area 

Mr. Rocers. The question they are going to ask is this: Now that 
you are getting to the point where you are going to have these surplus 
revenues what happened to that argument that it was going to be 
available to the entire country ? 

Mr. Dominy. I think the answer is still with Congress because any 
project that comes up here has to be authorized by Congress before 
it can go into this basin account for assistance. So at any time if 
the Congress says, “Here is a project that is only going to repay 
10 percent of the irrigation costs and 90 percent is going to be picked 
up by power revenues, and we know of a project over here in an- 
other basin that will pay 90 percent of the cost and needs only 10 
percent—the Congress will have control even if this bill were passed. 

Mr. Rogers. Yes. They would say if that is so there is no need 
to pass the bill. Here, let us get down to the economic feasibility 
situation. 

Now, do you think that this bill creates the situation where projects 
‘hat would not be economically feasible under present reclamation 
law would automatically become economically feasible ? 

Mr. Dominy. Yes, indeed. Of course, that is why the support for 
this bill. We know of many highly productive potential projects in 
the Pacific Northwest than cannot be built because the lands them- 
selves cannot pay the operation and maintenance and the full cost 
of construction within the prescribed repayment period established 
in general reclamation law. 

But we are positive that that project will have a very favorable 
benefit-cost. ratio, that it will be economically sound investment for 
the Nation, and we know that the power revenues are here if the 
Congress sees fit to assign the power revenue assistance here as they 
have in the Colorado storage project in the Missouri River Basin 
project. 
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Mr. Rocers. What kind of a formula have you set up insofar as 
a payout period is concerned on those, let us say, those marginal 
projects, projects that would not be economically feasible without 
the passage of this legislation ¢ 

Mr. Dominy. I would like to have Mr. Bennett give you a detailed 
answer to that one, when he is before the committee. 

Mr. Rogers. One other question, about the reports of the Bureau 
of the Budget. When do you plan to have those / 

Mr. Dominy. May I ask our legislative counsel, Mr. Meyer, to give 
us his estimate on that. 

Mr. Meyer. Mr. Chairman, I do not know when the Bureau of the 
Budget will give its report on this bill or its advice on our re- 
port. 

Mr. Rogers. That is the question that has been asked, Mr. Meyer. 

Mr, Meyer. I know that they have been considering this matrer 
and they have had reports, I believe, from other departments sub- 
mitted or at least some comments from other departments that they 
are considering along with our report. 

Mr. Rogers. But you do not have any idea about when you think 
this will be forthcoming, a week or 10 days or 3 weeks 4 

Mr. Meyer. I have no idea, but I assume it will be fairly soon. 

Mr. Rocers. Do you think some Members of Congress interested in 
this legislation could hurry it along? 

Mr. Dominy. Off the record, Mr. Chairman. 

(Discussion off the record.) 

Mr. Rocers. We thank you, sir. 

Mr. Dominy. Thank you. 

Mr. Rogers. Mr. Bennett ? 


STATEMENT OF N. B. BENNETT, JR., ASSISTANT COMMISSIONER OF 
RECLAMATION; ACCOMPANIED BY HAROLD NELSON, REGIONAL 
DIRECTOR, REGION 1, BOISE, IDAHO; AND J. KARL LEE, CHIEF, 
ECONOMIC RESOURCES BRANCH, PROJECT DEVELOPMENT DIVI- 
SION, BUREAU OF RECLAMATION, DEPARTMENT OF THE 
INTERIOR 


Mr. Bennerr. Mr. Chairman, I have with me Mr. Harold Nelson, 
regional director of region 1 at Boise, and Mr. J. Karl Lee, who is 
Chief of the Economic Resources Branch of the Projects Development 
Division of our Bureau. 

I realize the hour is getting quite late, so if I may I would like to 
put my entire statement in the record and then simply highlight it 
for you. 

Mr. Rocers. Without objection, your statement will be included in 
the record at this point, and you may proceed to brief it. 

(The information follows:) 


STATEMENT ON PacrtFic NORTHWEST ACCOUNT LEGISLATION 
(By Assistant Commissioner, Bureau of Reclamation, N. B. Bennett) 


The Commissioner explained in broad outline the objectives of the bill, why 
it is needed, and the precedents for its authorization. I wish to explain to you 
in some detail what the bill will do, as well as what it will not do. This is 
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necessary in order to establish a clear understanding of how the account wij 
operate. 

The bill will authorize the establishment of an account for the Pacific North. 
west to which will be credited all power revenues from Federal projects in the 
area covered by the account, and to which will be charged all related power 
costs and certain irrigation costs. The return of capital costs allocated to 
power with interest on the unamortized balance thereof and irrigation capita] 
costs assigned to be returned from net power revenues are given first call on 
net power revenues. Based upon this priority, the Secretary prepares schedules 
showing how the capital allocations are to be returned. After the payout require. 
ments of each power facility has been met, that part of the annual gross revenye 
previously used to return principal and interest will become available for assist. 
ance to irrigation. The account will show, year by year, the prospective ae. 
cumulation of unassigned revenues. 

It has been noted by the Commissioner that precedent for the establishment 
of such an account exists in three other basins. To assist in understanding this 
particular proposal, it should be recognized that although consistent in basic 
concept, it is different in its application from those in the other three basing in 
one important aspect. The other accounts provide for the payout of the total 
project, including all units or divisions, on a consolidated payout basis. This 
is sometimes described as a pooling of power costs. Under such procedure the 
total power allocation is amortized as one consolidated cost. As additional units 
or divisions involving power are authorized their power costs are simply added 
to the base project for payout purposes. 

The technique under the Pacific Northwest Account legislation would be some- 
what different. Under this legislation each project in the account will maintain 
its own identity and will be paid out under terms of established policy or law 
applicable to that project. Under this arrangement, financial assistance to needy 
irrigation projects from one power project might become available years ahead 
of the amortization of the power investment on other power projects. 

The enactment of this legislation will not alter established marketing arrange. 
ments. The Bonneville Power Administration will continue to market power in 
the Columbia River Federal Power System area and the Bureau of Reclamation 
in the upper Snake River area above Weiser. 

Although in many cases there is no specific legal requirement governing the 
length of payout of power facilities, as a matter of policy in such cases the costs 
allocated to power are amortized in 50 years or less, the 50-year period being 
generally adopted. However, in the case of the Kennewick Division of the 
Yakima project and the Talent Division of the Rogue River Basin project, the 
Congress has authorized repayment periods in excess of 50 years. Some of the 
projects constructed by the Bureau of Reclamation have established commercial 
power payout periods less than 50 years in order to provide irrigation assistance 
at an early date. 

The bill involves irrigation in two major ways. 
proceed on 
revenues to 


First, it permits planning to 
an areawide basis under the principle of using unassigned power 
aid in the return of irrigation costs which are beyond the ability of 
the water users to repay in a 50-year period, and, second, it authorizes the 
Secretary of the Interior to negotiate amendatory contracts on those irrigation 
projects which have existing contracts running in excess of 50 years, limiting 
the amount to be returned by the water users to that which they can repay ina 


50-year period. The specific projects and rounded amounts of money to be 
charged to the account are: 


PU cin dela catalan ara eeeenlmmancines ..--.---- $1, 500,000 
Owyhee project, Oregon _..__- 9, 500, 000 


Payette division, Boise project, Idaho_______-_________- Se 
Deschutes project, Oregon____________- eid AEE SSO MLO iso 5, 300, 000 
Talent division, Rouge River Basin project, Oregon____-_-_------ 1, 000, 000 


Kennewick, Roza, and Kittitas divisions, Yakima project, Wash- 
hag ae he a a Le ek 13, 900, 000 





ran, IPT: ON ct esc Svein annonce need secu 380, 000 
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eee ee ee eee See kates _...... 34, 620, 000 
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While the bill is primarily directed toward the provision of irrigation assist- 
ance in the Columbia River drainage area and adjacent coastal drainage streams, 
it does provide that financial assistance can also be extended to any part of any 
State involved in the Columbia River drainage area. However, the bill limits the 
amount of such assistance to those portions of the States that are not physically 
drained by the Columbia River or the coastal streams to an amount justified by 
the contribution from such States to the account, and this to be available only 
if funds from a similar account are not available to the project in question. 

In order to demonstrate the operation of the account, we have prepared an 
analysis which includes all projects involving power that were existing or under 
construction at the time the analysis was made. These figures are not final as 
gome of the projects are still under construction and one, John Day, has been 
started since the tabulation was prepared. Also not included are the trans- 
mission line costs which do not affect the workings of the account. This analysis 
indicated that unassigned power revenues would begin to accrue in 1954 and that 
the payout of power costs and authorized financial assistance to irrigation as 
scheduled would be completed for all projects included in the list by 2022. By 
that time unassigned power revenues in the amount of about $589 million 
would have accrued to the account. Thereafter, such unassigned revenues, 
which would amount to slightly in excess of $50 million, would accrue to the 
account annually. By the year 2030 the unassigned revenues would amount to 
slightly over $1 billion. New projects added to the system may, of course, extend 
the power payout periods for individual projects beyond the year 2022 but after 
their costs are amortized they will also contribute to the unassigned power 
revenues of the account. Revenues now being used for amortization of the 
transmission system cost would aiso be available for irrigation assistance follow- 
ing return of those costs. 

Under the operation of the account, irrigation projects could be proposed for 
participation whenever it could be shown that the repayments plus unassigned 
revenues of the account could assure return of the total irrigation costs in a 
50-year period, following an appropriate development period up to a maximum of 
10 years provided by law. 

We have attempted to appraise the probable charges in connection with the 
provision of assistance to irrigation that might be made against the account. 
It is extremely difficult to make an accurate estimate of the amount of financial 
assistance that may be required from it. The extent of future irrigation de- 
velopment and use of the account will depend upon many factors, including 
such things as the demand for agricultural products, the prosperity of dryland 
agriculture, and perhaps even technological improvements and advances in 
irrigation facilities and methods. We have now completed at least preliminary 
reports on 29 projects that would require financial assistance of $220 million. 
In addition, we now have under investigation in our current program 25 projects 
which would require an estimated $22% million of financial assistance. We 
also have additional projects in our 6-year investigation program which would 
require financial assistance of approximately $675 million. After considering 
the magnitude of this program, the possibility that some projects may not 
be justified, and that others may not have the necessary local support, we esti- 
mate that in the foreseeable future charges against the account for financial 
assistance might range in the magnitude of $500 million. This amount of 
unassigned revenues is in prospect by the year 2020 from projects now existing 
or under construction. The prospective charges against the account for finan- 
cial assistance to irrigation within the foreseeable future would be approxi- 
mately equal to the financial assistance that has already been authorized in 
connection with individual projects. 


Mr. Rogers. Now, let me say this, Mr. Bennett. 

It may be necessary in view of the lateness of time and in view of 
some very appropriate questions that I think probably would want 
to be asked, we will have to continue this in the morning for about 
an hour, but we will proceed as fast as we can. 

Mr. Bexnerr. Off the record. 

(Discussion off the record. ) 

Mr. Rogers. You may proceed, Mr. Bennett. 

Mr. Bennett. Several times throughout the day there has been 
reference made to the similarity to what is proposed here and that 
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which is done in the Missouri Basin, the Upper Colorado Basin, and 
the Central Valley Basin of California. 

It should be recognized, however, that although all of these pro- 
posals are consistent in basic concept, neverthe less the ‘y are different 
in application. 

The other accounts provide for the payout of the total project 
including all units or divisions, on a consolidated payout basis. This 
is sometimes described as a pooling of power costs. Under such pro- 
cedure the total power allocation is amortized as one consolidated 
cost. As additional units or divisions involving power are author. 
ized their power costs are simply added to the base project for payout 
purposes. 

The technique under the Pacific Northwest account legislation would 
be somewhat different. Under this legislation each project in the 
account will maintain its own identity and will be paid out under 
terms of established policy or law applicable to that project. Under 
this arrangement, financial assistance to needy irrigation projects 
from one power project might become available years ahead of the 
amortization of the power investment on other power projects. 

It is not intended at all and the enactment of this legislation will 
not alter established marketing arrangements. The Bonneville 
Power Administration will continue to market power in the Columbia 
River Federal power system area and the Bureau of Reclamation in 
the Upper Sn: Zs River area above Weiser 

The question was raised a bit ago as to ‘the length of the payout 
period of these existing power projects. 

In general, they are amortized on a 50-year basis. However, all of 
them are not. 

The Grand Coulee project, for example, is now set up to amortize 
its power cost in 35 years. 

On the other hand, by law, the Talent division of the Rogue River 
project runs for, I think it is, 66 years and that on the Chandler 
plant of the Kennewick division is in the neighborhood of 68 years. 
So they are not all solidly on a 50-year basis. 

I have in my prepared statement a tabulation on page 4 which 
shows the amount of assistance which each of the existing Bechine. 
projects would utilize if this bill were enacted. 

Now, on one of those projects, the Umatilla project, Oregon, on 
which there was some discussion this morning, we have assumed there 
that the 50-year per iod would start to run at the time we entered into 
the last contract. That was 1953. 

We have computed the 50 years from that time. If you took some 
other time, such as the date of the enactment of this legislation, then 
the irrigators would have paid somewhat more and the account would 
be utilized to a little lesser extent. 

I think it is important to note that although the bill is basically 
limited to the Northwest as defined in the bill, the account can be 
used for assistance in those portions of the State that are not physically 
drained by the Columbia River or the coastal streams to an amount 
justified by the contribution from such States to the account, which 
in so computing you take into account the amount of water which 
those States contribute for the benefit of power downstream. 
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In order to demonstrate the operation of the account we have _ 
pared an analysis which includes all projects involving power that wa 
existing or under construction at the time the analysis was wee 
Subsequent to that time construction has been initiated on the John 
Day project. So its cost and its revenues are not in the charts on 
which there has been some discussion. 

And incidentally, Mr. Chairman, we have small copies of that chart, 
not in color, which are suitable for printing in your transcript if you 
so wish. We will be happy to furnish you with those charts if you 

want to print them. 

Mr. Rocers. We would like to have them. 

(The charts referred to follow :) 


Prepared from official cost and payout esti:nates at the request of 
a National Reclarnation Association Special Committee 


IRRIGATION ASSISTANCE FROM FEDERAL POWER 


(PROJECTS EXISTTING AND UNDER CONSTRUCTION IN THE PACIFIC NORTHWEST) 


ml Authorized 
ataeee o Power Financial Unassigned ate 
Payout peestetanes | Revenues 


T 






Hitts Creeks 






















SO+— tee Harbor. 


45 1 | | 
The Deltles. 


40} Cougar —t 


Chtet Joseph.— 
35+ t t 
Pelisedess [YLT : 
30 





MeNery « 
ost t t 

Lookout Pt-Dextere 

Alben! Fells” 55;-——~ 


Detrolt-Big Cli¢#e———_—__- 
Hungry Horse Seated 


1s}-— 


Bonneville. 


Chandler, Roze, —— 
Mintdoke & Telent 10 


+ | 


Colvmble Bestin —— 








"| le 
| ae 4 
uO A Te | 
1940 '45 1950 'SS 1960 '65 1970 '75 1980 '85 1990 '95, 2000 "05 2010 1s #20 | 125 
2022 


AUTHORIZED ASSISTANCE - $520,000,000 
UNASSIGNED REVENUES- $589,000,000. 


(TO YEAR 2022) 








106 PACIFIC NORTHWEST ACCOUNT 


IRRIGATION ASSISTANCE FROM FEDERAL POWER 
(PROJECTS EXISTING AND UNDER CONSTRUCTION 
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Mr. Bennett. Our analysis does not include transmission line costs 
which does not affect the workings of the account. The analysis 
indicated that unassigned power revenues would begin to accrue in 
1984 and that the payout of power costs and authorized financial assist- 
ance to irrigation as scheduled would be completed for all projects 
included in the list by the year 2022. By that time unassigned power 
revenues in the amount of about $589 million would have accrued to the 
account. Thereafter, such unassigned revenues which would amount 
to slightly in excess of $50 million would accrue to the account annu- 
ally. 

By the year 2030 the unassigned revenues would amount to slightly 
over $1 billion. 

If we include the John Day project revenues in that figure, the very 
recent estimate indicates that it would be increased by about 12 million 
a year. 

New projects added to the system may, of course, extend the power 
payout periods for individual projects beyond the year 2022, but after 
their costs are amortized they will also contribute to the unassigned 
power revenues of the account. 

We have attempted to appraise the probable charges in connection 
with the provisions for assistance to irrigation that might be made 
against the account. I am sure you realize this is in the order of 
erystal-ball gazing, but we have done the best we can on the basis of 
present information. 

We have completed at least preliminary reports on 29 projects that 
would require financial assistance of $220 million. 

In addition, we now have under investigation in our current pro- 
gram 25 projects which would require an estimated $223 million of 
financial assistance. We also have additional projects in our 6-year 
investigation program which would require financial assistance of 
approximately $675 million. 

After considering the magnitude of this program, the possibility 
that some projects may not be justified, and that others may not have 
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the necessary local support, we estimate that in the foreseeable future 
charges against the account for financial assistance might range in 
the magnitude of $500 million. 

We have utilized the year 2030, as you probably recall, in which 
we indicate an unassigned surplus in the magnitude of $1 billion based 
on the premise that it would take us about 10 years to complete an 
investigation and construct a project. It would then have a 10-year 
development period as allowed by law followed by a 50-year repayment 
period. ‘That takes us to the 70-year period or the year 2030. 

It would appear to us at the present time that the projects which 
wecan now see would not utilize all of that $1 billion. Ke 

Several points which I think need clarification or additional com- 
ment that have come during the day: 

Section 3 of the bill, in my judgment, provides for the inclusion of 
additional new power projects. The last sentence of that section 
says: “and such other projects in the Pacific Northwest as may here- 
after be designated by act of Congress.” 

That is intended to pick up additional new power projects in the 
area to which the account is subject. 

At that point of time, the Secretary of the Interior or the Corps 
of Engineers may recommend to the Congress those new projects 
indicating the status of the account and whether that particular 
project should be brought in by increasing the then-existing power 
rates or whether it should be brought in by utilizing surpluses which 
may be available in the account at that time. 

The Congress has a choice of the direction which it will wish to go 
based upon the facts available to them at the time the project is 
recommended. 

Now, there have been some indications that the account might be 
utilized to reduce power rates. Our analysis and the figures which 
we have quoted off and on during the day are based upon maintenance 
of the existing rate or rates which will produce revenue sufficient to 
accomplish the payout of the projects which are now authorized by 
law. 

When those rates are maintained throughout the periods indicated 
then the surpluses which we have shown will accrue into the accounts. 

I do not see any way in which the account can be used to reduce 
rates as such. At least, throughout the payout period of the author- 
ized projects, unless it is the desire of the Congress to extend the pay- 
out period of those projects. 

On the other hand, as I indicated a moment ago, if the Congress 
wishes, it may utilize funds which otherwise would be surplus in the 
account in order to maintain rates which might be existing at that 
time. That is the choice which the Congress can make when the 
facts are available to them. 

So there on the charts, the one which you now have before you, 
headed “Irrigation Assistance From Federal Projects Existing and 
Under Construction in the Pacifie Northwest,” the payout of existing 
projects is tabulated project by project. 

The lower part in the gray is the operation, maintenance, and 
replacement costs associated with a project. 

_ The bottom, starting at about a third of the way up the map where 
It says zero and a very thin line indicates the Boise project. 
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The next one is the Grand Coulee, Columbia basin project. 
You will notice each one of these starts on the chart at a different 
time. 

The end of the tan color is the time at which the power allocation 
is to be paid out on each individual project. The chart underneath 
is the similar kind of information plotted on an accumulated basis. 
I am not sure you recall that chart enough. If you would like to see 
it again we would be glad to explain it in some more detail. 

It is the same kind of information which is on the other chart. but 
plotted on an accumulated basis. I would like to point out here the 
difference between what. is proposed by this legislation and what js 
done in the other three basins that have been referred to. 

In the other three basins, you would not have found the staggering 
line on the right-hand side ‘of the brown because in the other basins 
all revenues are utilized to return all power costs until and before 
any money is used to return the irrigation assistance. Soon a similar 
chart for the other basins. the brown line would be vertical rather than 
staggered on a downward trend. 

That is re “ally the difference in the two proposals. 

That is all my direct testimony, Mr. Chairman. 

Mr. Rogers. Mr. Aspinall, do you have any questions ? 

Mr. Asprnauu. I have ho quest ions at this time. 

Mr. Rogers. Mrs. P fost ? 

Mrs. Prost. Mr. Chairman, I would just like to ask Mr. Bennett if 
he could expand upon the chart that he has on page 4 in which he 
shows the amount of money involved in each of the projects and have 
it embody the date of payout period in each instance. 

Would you do that, Mr. Bennett, and insert it in the record / 

(The information follows :) 


Amounts involved on existing projects 


Repayment Balance t Unpaid, 
Project period be paid after Jan. 1, 
50 vears 2010 

Vale 1949-2022 $1, 500, 000 $788, 000 
Owyhee 1951-2047 2 9, 500, 000 6, 060, 000 
Boise (Black Canvor 1954-2039 2, 900, O00 2, 781, 000 
Deschutes (north unit 1956-20334 5, 300, 000 4, 632, 000 
Grants Pass 1955-2010 140, 000 0 
Rogue River (Talent 1960-2020 1, 000, 000 1, 000, 000 
Yakima (Kennewick) 1959-2035 1, 300, 000 673, 000 
Yakima (Roza) 5 1942-2037 7, 400, 000 4, 60S, 000 
Yakima (Kittitas) ® 1940-2036 5, 200, 000 4, 112, 000 
Umatilla (Hermiston 1954-2057 166, 000 145, 000 
Umatilla (west extension 1955-2118 162, 000 154, 000 


! Contracts negotiated pursuani to sec. 7 of 1989 Reclamation Project Act involved payments in some 

cases prior to date of repayment period shown above 
Includes repayment obligation of Owyhee Ditch Co., which, if paid on schedule, will reduce 

to be repal i after 50 years by $327,000 

? Includes $100,000 repayable under prior contract and before adjustment for final cost notice 

‘ Old lands have repayment period of 66 years, and new lands 56 (plus 10-year development period 

5 Development period of 10 years expired for various blocks from 1952 to 1962 

6 Recognizes payments under repayment contracts prior to amendatory contract of Jan. 20, 1949 


amount 


Mr. AspinautL. Would the gentlelady yield? 

Mrs. Prosr. Yes. 

Mr. Aspinaty. Mr. Bennett, there is no general provision in recla- 
mation law at the present time where we can combine projects asking 
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for the approval of Congress for amendatory contracts, is there; is 
that correct / 

Mr. Bennett. If I understand your question correctly, I think I 
would answer yes. 

There is no such general authority. There is authority, as you 
know, for the Secretary to come up on individual cases for approval 
of proposed amend: ator y contracts. 

Now, I assume under that same legislation he could put in more than 
one at. atime if he wished. 

Mr. Asprnatu. As far as you know, he never has? 

Mr. Bennerrt. As far as I know, he never has. There have been 
separate bills about the same time but none that would involve several 
of them as a group. 

Mr. Asprnati. Do you know of any instance where the Secretary 
has recommended amendatory contracts that Congress has not gone 
along and taken care of the problem ? 

Mr. Bennerr. I do not know of any such instance. 

Mr. Asprnati. Would it be very much additional trouble to the 
Bureau of Reclamation and the Department of the Interior to bring 
up individual amendatory contracts asking our approval of these 
named projects after this legislation has received the approv: al of 
Congress and the President ? 

Mr. Bennetrr. None at all. 

I think what you are asking is that under this legislation, assum- 
ing it had passed, that prior to entering into the : amended contract 
required by the legislation to come to the committee for its approval 
before it becomes 

Mr. Asprnauu. Of course, what I meant was that we will take out 
of this legislation, this general provision for these 10 or 12 projects. 

Mr. Bennetr. | see, yes; and bring each one up on an individual 
basis for it to go into the authority of ‘he act. 

Mr. Asprnauu. That is correct. 

Mr. Bennerr. That would be very little additional trouble. 

Mr. Asprnaty. Thank you very much. 

Mrs. Prosr. That is all, Mr. Chairman. 

Mr. Rogers. Mr. Ullman ? 

Mr. Utuman. Mr. Bennett, first, would you tell me does this chart 
assume «a 50-year period regardless of whether the account is ahead 
of payout or not, or is this taking into consideration the present status 
of the account / 

Mr. Bennerr. The charts are based on the requirement for revenue 
as distinguished from what revenues might be currently available. In 
other words, on Grand Coulee, Columbia Basin, for example, it as- 
sumes that revenue is available in the amount shown there which 
is roughly $12 million a year to amortize its power costs in 35 years. 
Those are then all of the amortization requirements with some little 
exceptions that I indicated. 

In other words, 35 years on Grand Coulee, longer than 50 years on 
the Chandler Powerplant of the Kennewick division and the Green 
Springs Powerplant, of the Talent division, sufficient revenues to 
amortize the power investment with interest in 50 years. 

Mr. Uttman. In other words, then, there is nothing flexible about 
it. At the end of 50 years or 68 years or whatever the law provides 
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for a project its revenues will automatically become available to the 
basin account for irrigation. 

Mr. Bennert. That is correct. And the chart, the one on the board 
now, shows the time at which those revenues will become available in 
the account simply because the individual power units have been 
paid out. 

Mr. Utiman. Assuming that we will continue to build up surpluses, 
and I think that we can assume that in the Pacific Northwest, the fact 
that we have built up surpluses will not speed up the time at which 
we will move into the subsidies for irrigation. 

Mr. Bennett. Not necessarily. 

At the present time, I think the surplus to which you refer has the 
effect of maintaining the present rate level. If it is utilized for that 
purpose, then, of course, it has no effect on the timing at which the 
irrigation assistance becomes available. 

Mr. Uttman. Could not those revenues also be used to balance off 
the cost of higher cost projects that we might authorize ? 

Mr. Bennerr. They could be so utilized, assuming, of course, that 
your basic rate structure would still accomplish payout of the already 
existing project. ; 

Mr. Uttman. That is right. 

But you would average the new project in with the rest and work 
out your rate basis from that. 

Mr. Bennett. It could be done. 

Mr. Utiman. The existing rate structure would cover the cost—if 
not, you would have to raise the power rate. 

Mr. Bennett. The so-called unassigned revenues can be utilized for 
that purpose. 

Mr. Utiman. You said in future projects the Congress would have 
to decide whether you are going to go into surplus or not. Has this 
been true in the past? I do not believe we have ever made that deci- 
sion. We have left that to the Department in its ratemaking policy. 

Mr. Bennett. In the past the Bonneville rate has returned revenue 
sufficient to accommodate the including of additional projects. 

Mr. Utiman. That is right. 

Assuming that the present surpluses could be utilized for that pur- 
pose, and I think it is a good assumption to take, it could accommo- 
date further projects, could it not, under the same rate basis? 

Mr. Bennetr. Assuming further that the time schedule of con- 
struction of those new projects would, in turn, accommodate the time 
at which the surplus would be available. 

Mr. Utitman. Where in the bill does it specifically say that this 
subsidy shall not apply until the end of the 50-year payout period! 
would you define that for me? 

Mr. Benner. Are you talking about irrigation assistance? 

Mr. Utrman. I am talking about when the power revenues become 
available for irrigation assistance. 

Mr. Bennerr. My recollection—and let me check the point—my 
recollection is that the bill itself does not specifically say that you 
utilize the revenues at any specific time. On the other hand, it does 
say that the Secretary veowides annually a showing of the scheduling 
of the return of those costs. 
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Mr. Utitman. What would keep a possible Secretary of the Interior 
from interpreting the law in such a way that the revenues would be 
applicable to the current payout schedule on the projects and if there 
were surpluses available that he could tap the fund? Where does 
it say that they are restricted to tapping the fund at the end of the 
payout ona ge of each specific project ¢ 

Estat ied the legislation and I cannot find the language, although 
[ know your interpretations bear out that concept. 

Mr. Bennett. Are you alluding to the point of possibly making 
some concurrent payment of irrigation assistance at the same time 
you are paying out power costs? 

" Mr. Utiman. Yes. 

Mr. Bennett. There is nothing in here that would prevent that 
from happening. As a matter of fact, that is actually what is hap- 
pening at the present time, as the chart indicates. You will notice 
wherever you see the green above the brown that indicates that irri- 
gation assistance is being paid at the same time that power costs are 
also being paid. But they are not necessarily on the same project. 

Mr. Utiman. Is that not at the end of a payout period of the same 
project ? 

Mr. Bennett. It is the end of the power payout. Some power 
costs have been paid out at that time; yes. 

Mr. Utiman. I think there are some misgivings on two points, and 
one is as to whether we are absolutely positive in the language here 
that there is no possibility of tapping any of these funds until the 
end of a specific payout period. 

Mr. Bennett. I think that is correct on any specific power unit. 
It is proposed to pay out the cost of that power unit before any of 
its power revenues would be available to aid irrigation. 

Mr. Utitman. Would you furnish me a memorandum on this sub- 
ject, backing your position so that I will have it better in mind when 
we mark up this bill? 

Mr. Bennett. I will be glad to do that. 

Mr. Uttman. Furthermore, I would like a memorandum on the 
subject of the account itself and on the subject of the present surplus 
fund. I think you have stated the issues very well, but I would like 
to have doubly clear in my mind that the surpluses as they exist will 
not in any way be affected by this legislation insofar as their appli- 
cation to future multiple-purpose projects are concerned in balancing 
out the power rate. 

I want to know the status of the surplus account as it now exists 
and whether that surplus is going to be jeopardized at the cost of the 
power users and at the cost of further multiple development of storage 
projects in the river. 

Mr. Bennett. You are talking about the surplus which Bonneville 
now shows in its accounts. 

Mr. Utiman. And will possibly continue to build up in the future, 
which I think it will. 

Mr. Bennetr. You want a memorandum on that? 

Le Uniman. I do not want that surplus to be jeopardized by this 

il. 

Mr. Bennett. IT wanted to be sure we are talking about the same 
surplus because at the present time and assuming continuation of power 
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rates, the so-called unassigned revenue, we show on the chart, is jp 
one sense a surplus but it is a surplus that would not be available unti] 
some time in the future starting at about 1982. 

Now, on the other hand, I understand that Bonneville as of today 
has in their books a so-called surplus—— : 

Mr. Utuman. This is what I am referring to. 

Mr. Bennett. It isthe latter one you are referring to? 

Mr. Uttman. Yes. Thank you. 

(The memorandum referred to follows :) 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., March 24, 1960 
Hon. WALTER ROGERS, 
Chairman, Subcommittee on Irrigation and Reclamation, Committee on Interior 
and Insular Affairs, House of Representatives, Washington, D.C. 

Dear Mr. Rocers: In the hearings on the Pacific Northwest account legisla. 
tion, which were held on January 25, Congressman Ullman asked that there be 
furnished a memorandum covering the following aspects: One was the subject 
of whetber there is absolute positivity in the language of the bills that there is 
no possibility of tapping any of the unassigned power revenues until the end 
of a specific payout period. He also asked that there be covered the genera! 
subject of the account itself and the subject of the present surplus fund. In re 
gard to this latter point, he was particularly concerned that this so-called pres- 
ent surplus will not in any way be affected by the legislation insofar as applica 
tion of the present surpluses to future multiple-purpose projects is concerned 
In order that there will be a better understanding, we believe that these matters 
can best be presented in the following order: First, the so-called present sur 
plus; second, the possibility of tapping power revenues prior to or subsequent 
to the end of a specific payout period ; and third, the subject of the account itself 

An explanation of the present surplus is first in order. The Bonneville Power 
Administration sets its rates at a level which will return the annual operation 
and maintenance expenses and payout of the Government's investment allocated 
to power, including interest, in a reasonable period of time (generally 50 years) 
as set forth in approved repayment schedules. However, there is some varia- 
tion in this period of time, particularly on reclamation projects where the com 
mercial power amortization period has been shortened to provide irrigation as 
sistance at an earlier date than would otherwise be possible. In the Pacific 
Northwest in all cases except the Kennewick division of the Yakima project and 
the Talent division of the Rogue River project, which were fixed within limits 
by law, the length of the payout period is subject to determination by admin 
istrative action. The rate required is a direct result of the length of the period 
reflected in the repayment schedule. 

In establishing the original rate in 1938 for Grand Coulee and Bonneville 
Dams, the Bonneville Power Administration compared the average annual finan 
cial requirement as described above, including the Bonneville transmission sys 
tem, with the expected marketable energy that would be generated at these two 
plants. It was concluded at that time that the $17.50 rate per kilowatt-year 
would be adequate to return the costs. However, because of special favorable 
circumstances, it developed that the $17.50 rate produced more income than was 
originally anticipated. This was because of a number of factors, very impor 
tant among which was the development of a market for large quantities of 
secondary energy to supply power to the aluminum industry established to aid 
the war effort. 

In the meantime, construction of additional dams was initiated. Generally 
speaking, the construction costs for these dams were substantially higher than 
for Grand Coulee and Bonneville. These higher cost dams, like Bonneville and 
Grand Coulee Dams, are a part of the system from which the Bonneville Power 
Administration markets power in the Northwest under the $17.50 rate. In later 
years, during the payout of these higher cost projects, assuming all other condi- 
tions remain unchanged, the net revenues heretofore realized by the Bonneville 
Power Administration in excess of annually stated payout requirements will be 
absorbed to meet the annual costs of the more expensive projects. 

The bills do not direct themselves specifically to the so-called existing surplus, 
and we think it is appropriate that they do not. The language of the bills was 
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not intended to alter the existing situation under which the “surplus” revenues 
will be absorbed in the payout of the several power producing projects for which 
the Bonneville Power Administration is the marketing agent. 

With regard to the possibility of using power revenues which might be reflected 
in the account prior to the end of the scheduled repayment period of a particular 
power project, we are inclined to believe that the bills in their present form 
would not permit this use of such revenues. The sentence starting on line 11, 
page 2, of H.R. 3683, for example, directs that the revenues derived from power 
operations shi ill be applied first to payment of the following charges pertaining 
to the projects listed in section 3 of the bill: (1) the capital costs of those 
projects allocated to power; (2) irrigation capital costs of those projects 
already assigned to be returned from net power revenues; (3) interest on the 
ynamortized balances of the commercial power allocations. As has been pre- 
yiously pointed out, we would not consider that this establishes an order of 
payment ; consistent with existing practice, the capital costs allocated to com- 
mercial power, and interest thereon, would be paid out with respect to each 
project before power revenues are applied to irrigation capital costs. It would 
be only after these requirements and the requirements of section 4c¢ of the 
pills have been satisfied that power revenues would be available for irrigation 
assistance on additional projects. 

This view is supplemented, in our opinion, by the last sentence of section 1 
which in pertinent part reads: “The Secretary shall prepare schedules, in which 
the scheduled return of the presently unamortized balances of the capital allo- 
cations heretofore referred to shall be set forth, designed to accomplish payout 
of such project in accordance with the laws governing that project * * *.” 
[Italic supplied. ] 

This quoted language, together with the rest of the section, would seem to 
require payout of the capital costs allocated to individual power projects prior 
to the availability of power revenues for irrigation assistance to new projects. 
Consistent with this view, our report of January 22, 1960, to the committee on 
the pending legislation stated : 

‘Determination of the amount of financial assistance potentially available 
would be based upon the scheduling annually of the payout of each separate 
power project in the account and then taking into account financial assist- 
ance to irrigation heretofore authorized.” 

The final point upon which you requested comment had to do with the account 
itself. We feel that we have nothing further to add to our report on the bills 
and the statements of our witnesses at the hearings on this particular subject. 
However, should you wish any specific information, we would, of course, be 
pleased to provide it. 

The Bureau of the Budget has advised that there would be no objection to 
the furnishing of these supplemental Comments to your committee. 

Sincerely yours, 
FreED G. AANDAHL, 
issistant Secretary of the Interior. 


Mr. Rogers. Mr. McGinley / 

Mr. McGin.tey. No questions. 

Mr. Rogers. Mr. Morris? 

Mr. Morris. I would like to ask just one question. 

On page 4, Mr. Bennett, in the last sentence of section 3, I believe 
you said a while ago that the Secretary or the corps would have to 
bring any of these projects that are referred to in this section before 
Congress for authorization. 

Mr. Bennerr. Yes, sir; that is what I stated. 

Mr. Morris. Why is this necessary to be in the present bill then? 
Can you not do that anyway ? 

Would you not be able todo that anyway ? 

Mr. Bennerr. I think on a power project we can do that right now. 
The problem exists, really without a general act of this kind we do 
not have available to us an annual computation of this account so we 


will really know what we are tying into and it hampers our planning 
activities. 
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In the past and up to now we have recommended projects in several 
different ways. 

Some have been recommended tying to the revenues of the Bonne. 
ville power system. None have been so enacted. 

We have recommended like the Crooked River project, to be tied to 
revenues of a specific power project. This is inconsistent within the 
basins. 

There are other projects within the basin on which there has beep 
considerable doubt as to whether they ought to be recommended for 
irrigation assistance against any particular plant and, if so, what 
plant ? 

We simply have been hampered in our planning work and hampered 
without any specific direction in the program. 

Enactment of a bill like this would provide direction to that 
program. 

Mr. Morris. I can see where this act would require you to submit 
reports, as I understand it, but I cannot see what this sentence has 
to do with those reports. It seems to me we are giving some left- 
handed authorization to some project or some honorable mention to 
some with this sentence ? 

Mr. Bennert. I donot think so, no. 

If you will go back to the start of section 3, it says, “The provisions 
of section 1 of this act shall apply to”—“and such other projects in 
the Pacific Northwest as may hereafter be designated by act of Con- 
oress. 

The provisions of section 1 are those provisions which tell you what 
goes into and comes out of the account. That is basically your power 
operation, your power costs going in and your power revenue going 
in with the balancing effect. 

So I read that last sentence as being the manner whereby you do 
bring in your additional new power projects. 

If you will notice in section 4(b) of the report of the bill, that is 
the section that goes to the new irrigation projects and provides the 
ground rules under which the Secretary recommends new irrigation 
projects. 

Mr. Morrts. Mr. Chairman, I am not going to pursue the questiot 
any further. 

Mr. Rocers. Mr. Bennett, I have one or two questions I would like 
to ask. 

Suppose the provision in this bill or the authorization in this bill 
that permitted a rewriting of the present contracts that are repayable 
over the past or more than a 50-year period—suppose that was stricken 
and the projects that were affected by that were no longer affected. 
As I spoke to Mr. Dominy about it, actually this bill would then be 
confined to creating the situations where the Department could come 
to Congress and ask for the approval of irrigation projects that are 
not presently economically feasible because of the payout restrictions 
but would become economically feasible under this bill. 

Mr. Bennetr. That is correct. 


Mr. Rocers. You would be permitted under this authorization, 


then, if those projects were approved by the Congress, to go ahead 


and commence and construct those projects and, of course, their 


feasibility would be made possible by the payoff from the powel 
revenues. 
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Now, in the absence of this legislation, Mr. Bennett, what would 
happen to that money, the $1,020 million, that you were talking about, 
that would be available in 2022, the year 2022? 

Mr. Bennerr. Assuming no additional authorization, such as you 
had last year, for example, of the Spokane Valley, whatever revenues 
of that nature were available would simply be deposited in the 
Treasury. 

Mr. Rogers. For general purposes ? 

Mr. Benner. For general purposes. 

Mr. Rocers. I believe you stated in answer to Mr. Ullman’s ques- 
tions, or someone’s that the present projected thinking of the Depart- 
ment encompasses about $1 billion worth of projects that could be— 
would you straighten me out on this? 

Mr. Bennerr. About $1 billion worth of unassigned revenues and 
about $500 million or roughly half of the projects that we can see 
today that would require assistance from the account. 

Mr. Rocrers. In other words, what I am getting at is this: that the 
projects which you have in mind now and of course we realize that 
changes can take place, would consume about $500 million of that 
$1,020 million surplus. 

Mr. Bennerr. That is correct. 

Mr. Rocers. Which would leave the $520 million as a surplus which 
would, of course unless something else was done, go on over into the 
General Treasury account. 

Mr. Bennett. That is correct. It also assumes one other very 
important thing, that all of these projects we are talking about for 
the future would have their construction completed within 10 years 
from now. 

It is a pretty severe requirement. Obviously, you are not going to 
build all of them in the next 10 years. Therefore, the requirement for 
the $500 million is not at the year 2030 when the $1 billion shows up 
in the account but it is away beyond that in an account which is in- 
creasing at the rate of about $62 million a year. 

Mr. Rocers. You mean after 2022 or now ? 

Mr. Bennerr. After 2030. 

Mr. Rocrers. After 2030 ? 

Mr. Bennetr. Yes. 

Mr. Rogers. There were two other questions. 

One is that if all of the projects you have in mind to build for this 
$500 million that you have in mind would have to be built under the 
present value of the dollar let us say and under present construction 
costs. 

Mr. Bennetr. That is assumed, yes, sir. 

Mr. Rocrrs. That you project over a 10-year period. 

Mr. Bennetr. That is correct. 

Mr. Rogers. Now, if this bill were not passed, then it would simply 
create a situation where nothing could be done until a later date. 

Mr. Bennerr. If this bill were not passed I assume we would con- 
tinue as we have in the past. We will recommend new projects to 
receive assistance from some specifically identified powerplant. 

Mr. Rogers. In other words, you would isolate the projects rather 
than take it in the general situation as is done in this bill. 
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Mr. Bennerr. Correct. 

Mr. Rocrrs. Now, I believe you answered this question, but I want 
to get it into the record direct. What amount of money do you an- 
ticipate will be available after the year 2030, an annual income or let’s 

say, profits or surplus revenues or whatever you might want to cal] 
them ? 

Mr. Benner. Based on the projects itemized in the bill whose rey- 
enues would go into the account, that would amount to about $69 
million a year. 

Mr. Rogers. That is revenues from present power facilities ? 

Mr. Bennett. That is correct. 

Mr. Rogers. In other words, you are not projecting this into sums 
that might be available through some power facility that you are in- 
tending to build later on. 

Mr. Bennerr. That includes only those projects listed in section 3 of 
the bill. 

Mr. Rocers. Now, let me ask you this, Mr. Bennett. 

Do you have any kind of separate breakdown on the costs of these 
several power fac ilities the funds of which will be used for the pur- 
poses set out in this bill ? 

Mr. Bennerr. Yes, sir; we can provide you a tabulation of each 
of these named projects. 

We can show you the power allocation, the gross revenues, the op- 
erating costs, the net revenues, the power payout period, the financial 
assistance, and so forth. We will be happy to provide a tabulation. 

Mr. Rocers. I think that will be very good for the record. 

(The information follows :) 


Financial requirement, existing power projects,’ Pacific Northwest 


Financial assistance | Year 


Power |Annual Annual] Annual Power revenue 
Project Total alloca- gross | operat- net payout be- 
cost 2 tion? |reyvenue ing cost revenue period Amount Payout comes 
author- period avail- 
ized able 
Thou- Thou- Thou- Thou- Thou- Thou 
sands sands sands sands sands sands 
Bonneville $86, 947 | $59,627 | $3,200 | $1,760 | $1,440 1944-93 0 1994 
Grand Coulee 756,055 | 192,305 | 13, 560 3,525 | 10,035 1941-75 $473, 771 1976-2022 2023 
Hungry Horse 101,711 82, 042 3, 731 607 3,124 | 1954-2003 0 2004 
Albeni Falls 32, 144 31, 838 1, 534 412 1,122 | 1955-2005 0 2006 
Detroit-Big Cliff 66, 349 42, 855 1, 905 304 1, 511 1954-2005 | 0 2005 
Lookout Point- 

Dexter 93, 783 42, 662 1, 849 345 1,504 | 1955-2005 0 2006 
MeNary. 306, 504 | 280,801 | 12, 507 2, 607 9,900 | 1957-2007 0 2008 
Chief Joseph 160,829 | 160, 796 7, 842 2,173 5,669 | 1959-2009 2, 024 2009 2010 
The Dalles 278,477 | 255, 878 11, 077 2, 055 9,022 | 1961-2011 3, 593 2011 2012 
Kennewick 

Division 14, 736 4, 094 221 69 152 1956-97 4,326 | 1898-2021 2022 
Ice Harbor 143, 531 | 106, 165 4, 589 846 3,743 | 1961-2011 0 2012 
Mills Creek 36, 599 12, 418 538 100 438 | 1961-2011 0 2012 
Cougar 42,415 11,429 546 143 403 | 1960-2010 0 2011 
Roza Division 24, 928 1, 057 170 77 93 1958-71 1,099 | 1972-2019 | 2020 
Boise 68, 704 4,954 752 376 376 1912-66 10, 237 1967-07 1998 
Minidoka No. 7 882 882 O4 43 51 1942-6 0 1967 
Talent Division 24, 122 9, 850 431 59 372 | 1962-2004 6, 350 2005-20 2021 
Palisades 63, 891 18, 647 1, 934 734 1, 200 1958-70 14, 186 1970-88 1989 

Total 50, 155 515, 586 


1! Data based on costs and payout status as of 1957. Construction of John Day Dam has since been 
initiated. After it is paid out, it will contribute to net power revenue by about $12.5 million annually. 
2 Includes interest during construction where it applies. 
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Mr. Rocers. Are there any other questions ? 

Mrs. Pfost / 

Mrs. Prosr. In the interim, speaking of this balance that will be 
on hand, between now and the year 2022 or 2030, the reserve balance 
remains intact because of its Salons earmarked; is that not true? 

Mr. Bennerr. I did not know quite what you meant by the reserve 
balance. 

Mrs. Prost. There is a balance today in the Bonneville account. 

Mr. Bennerr. I so understand that, yes. 

Mrs. Prosr. You want to provide financial assistance to new proj- 
ects that may come in, and use these funds that are in excess for those 
projects. Supposing in the meantime we wanted to use some of these 
funds for a specific purpose, let us say, ae the Snake River 
so that some barges could come up the river or something along that 
line. ‘This bill would tie up those funds fora /epnaitic purpose and we 
could not earmark them for something else like the channeling project 
at least until the projects were paid out. Is that not correct 4 

Mr. Bennerr. The general principle which you state is correct. 

I do want to point out, though, as I am sure you are aware, that this 
bill does not. include utilizing any of these surplus revenues or un- 
assigned revenue for purposes other than irrigation. 

Mrs. Prosr. Right. I realize that. 

When you answered the chairman’s questions, that out of the $1 
billion and some million, that one-half billion dollars would be used 
for irrigation. Let me ask, When does this other half billion become 
available for either the Treasury or some other use / 

Mr. Bennett. As indicated on the chart, it starts to become avail- 
able in 1982. ‘That is where the orange color on the chart starts. The 
cost Is a very minor amount up toabout the year 1995. 

Then it starts to accumulate rather rapidly. The $1 billion accumu- 
lates by the year 2030. 

Mrs. Prosr. We are not tying up those funds then. As you say 
they begin to become available in 1982 and go into the General Treas- 
ury over and above what we are using; is that right ¢ 

Mr. Bennerr. In 1982 they are available to aid in the assistance of 
other undefined, unnamed irrigation projects which the Congress au- 
thorizes. Now actually the revenues received are, of course, deposited 
in the Treasury in any event. 

Mrs. Prosr. Yes. 

Mr. Bennerr. But they would show on this account as available 
for irrigation assistance. 

Mrs. Prosr. And if they are not taken out at that time of course 
they can be drawn upon later because it is a bookkeeping procedure. 

Mr. Benner. It is a bookkeeping procedure. This operates, in 
effect, just like a bank account. In other wares, the dollar that you 
put in your savings account is not necessarily the dollar you draw out 
when you want to spend it. It simply indicates that you have a cer- 
tain amount of surplus in your account, which is available to you to 
utilize for this purpose at the time Congress authorizes it. 

Mrs. Prosr. It is conceivable that the entire $1 billion may not be 
expended for future projects. Will it take legislation later to release 
those funds? Or will they continue to remain automatically in a 
reserve fund for irrigation / 
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Mr. Bennetr. At no time are they in a sense in a reserve fund. If] 
may show you an example, for instance, the so-called civil service re- 
tirement fund, which is a so-called fund, it shows on the books ag go 
many billions of dollars, but actually there is not one single dollar that 
is held in reserve for that purpose. 

Mrs. Prost. No, but bookkeepingwise it is there. 

Mr. Bennett. On the books it is there. 

Mrs. Prost. Right. 

Mr. Bennett. This account works exactly the same way. On the 
books it is there, the amount. To get a specific answer to your point, 
given this kind of legislation, if at some time in the future it appeared 
that there was no further use for any of that money to aid irrigation 
or additional powerplants, as the case may be, then I assume it would 
take some kind of legislation to free that for some other purpose. 

Mrs. Prost. That is what I wanted to know. 

Thank you very much. 

Mr. Rogers. The subcommittee will stand adjourned until 9:45 
a.m. to hear National Reclamation Association directors. 

(Whereupon, at 4:25 p.m. Monday, January 25, 1960, the subcom- 
mittee recessed to reconvene at 9:45 a.m. Tuesday, January 26, 1960.) 
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TUESDAY, JANUARY 26, 1960 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON IRRIGATION AND RECLAMATION 
OF THE CoMMITTEE ON INTERIOR AND INsULAR AFFAIRS, 
Washington, D.C. 

The subcommittee met, pursuant to other business, in the commit- 
tee room, New House Office Building, Hon. Walter Rogers (chairman 
of the subcommittee) presiding. 

Mr. Rocers. We will continue the hearings on H.R. 3683 and the 
Chair recognizes Mr. Morgan D. Dubrow, m: inager, Washington 
office, Bonneville Power Administration, on H.R. 3683 and related 
bills. 

Mr. Dubrow, you may proceed. 


STATEMENT OF MORGAN D. DUBROW, MANAGER, WASHINGTON 
OFFICE, BONNEVILLE POWER ADMINISTRATION 


Mr. Dusrow. Mr. Chairman, I welcome the opportunity to appear 
before the committee in support of this legislation. I have a brief 
statement I would like to read for the record. 

Mr. Rogers. You may proceed. 

Mr. Dusrow. The Bonneville Power Administration favors the 
principle of a basin account as the soundest way to carry out the policy 
of assistance to irrigation from power revenues. The basin account 
plan would permit order ly development of the region’s irrigable lands. 
Otherwise, such development will proceed on a piecemeal basis, de- 
pending upon the geographical accident of the location of irrigable 
lands at the site of a hydroelee tric project or special project-by-project 
legislation to tie financial assistance for such projects to physically 
unrelated powerplants in the Federal system. 

The operation of the proposed basin account is designed so that the 
providing of irrigation assistance does not require power rates higher 
than those which otherwise would be required. The financial assist- 
ance to irrigation from power revenues would be supplied after the 
power investment is repaid. 

For example, the power payout period for the Bonneville Dam 
project ends with fiscal year 1994. Thereafter, to the extent not needed 
for replacement purposes, that portion of the power revenues that had 
been allocated annually to the Bonneville Dam project to cover inter- 
est and amortization of the power investment could be made available 
under the basin account operation for assistance to irrigation payout. 
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As other dams complete their power payout the same procedure could 
make available additional power revenues for irrigation assistance 

Mr. Chairman, I would like to supplement my statement by indi. 
cating to the committee that the Bonneville Power Administration 
has given a great deal of time and attention to this bill and we yp. 
conditionally support it. 

I would also like to take the opportunity to explain to the committes 
just how Bonneville keeps its accounts and how it receives its revenues 

Bonneville Power Administration is the marketing agent for 17 
Federal projects in the Pacific Northwest, and all moneys that. are 
received by the Bonneville Power Administration automatically v0 
to the Treasury of the United States. Those funds which are derived 
from the Columbia Basin project and from the Hungry Horse project, 
built by the Bureau of Reclamation, go to the reclamation fund, The 
other funds go to miscellaneous receipts. Now, we pool our revenues 
and on that basis we establish a rate, but we pay out these projects on 
an individual basis. 

In other words, we do not pool the costs of the projects. The power- 
plants are added to the Federal system if, and only when, the Con- 
gress authorizes such projects and, of course, they are authorized on 
the basis of the value of the power at the time that they are authorized, 

As I envision the way this fund would work, if the Congress saw 
fit to pass this basin account legislation, let’s say in the year 1960, and 
the Secretary of the Interior were to bring before this committee for 
consideration by the Congress a proposed irrigation project, such as 
Spokane Valley, which let’s say, after a 5-year construction period, 
a 10-year development period, it was determined that the waterusers 
could pay half of the proposed $4 million project, then in 1961, before 
this project was authorized, the Secretary would come before this 
committee and make a determination at that time that 50 years after 
1975, which would cover the 10-year development period, there would 
be in this basin account moneys, at that time, which could pay this 
$2 million. 

That is the way that we envision this account would operate. 

Mr. Rocers. Do you have any questions, Mr. Aspinall? 

Mr. Asprnati. Mr. Dubrow, just in order to fix the record, what 
individual projects make up the Columbia Basin project ? 

Mr. Dursrow. You mean the Columbia River Federal power system. 
There are 17 projects existing, or under construction. 

They are the Columbia Basin project. which, of course, is Grand 
Coulee. 

Mr. Asprnauy. That is what I meant, the Columbia Basin project is 
the Grand Coulee project: by itself. 

Mr. Dusrow. Yes, sir. 

Mr. Asprnati. And then the Hungry Horse which is separate and 
apart from that. 

Mr. Duprow. Yes, sir 

Mr. Asprnaty. And the other projects are 15 in number? 

Mr. Dusrow. Chandler and Rosa, which are two smaller reclama- 
tion projects and then there are the following Corps of Engineer proj- 
ects: The Bonneville Dam, Albeni Falls, McNary, Detroit. Big Cliff, 
Lookout Point, Dexter, Chief Joseph, The Dalles, Cougar Dam, Hills 
Creek, and Ice Harbor. 
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Mr. AspinaLti. Bonneville Power Administration is responsible for 
all of them ‘ 

Mr. Dusrow. That iscorrect. And John Day is under construction. 
It will, of course, be added to this system. 

Mr. AsprnaLu. And your organization lends unqualified support to 
this proposal 

Mr. Dusrow. That is correct, sir. 

Mr. AsprnaLy. With that in mind, what other official organizations 
might be in opposition to this legislation ? 

Mr. Dusrow. I think, Congressman Aspinall, it is a matter of record 
that certain public power groups in the Pacific Northwest have 
opposed this legisl: ition. 

Mr. AsprnaLu. But what is their official capacity ? 

Mr. Dusrow. They are in the main customers of the Bonneville 
Power Administration. We sell power at wholesale rates to a number 
of public power entities: PUD’s, REA’s, and municipalities. 

Mr. AsprnauL. They are organized under the corporate laws of 
Washington ¢ 

Mr. Dusrow. I believe that is correct, sir; and Oregon, too. 

Mr. Asprnaty. And Oregon / 

Mr. Duprow. Yes, sir. 

Mr. Asprnatyi. That is all. 

Mr. Rogers. Mr. Chenoweth ? 

Mr. Cuenowetru. No questions. 

Mr. Rocers. Mr. McGinley / 

Mr. McGintey. What is the theme of the organization, what do 
they fear‘ 

Mr. Dusrow. It is my understanding, Congressman, that they have 
anticipated that. when these projects, such as Bonneville Dam are paid 
out that there might be a reduction in whatever power rates may be 
at that time. And, if I understand their position, they recognize that 
this bill would earmark these future unencumbered power revenues 
for irrigation development. 

Mr. McGintry. Do they desire lower power rates? 

Mr. Duprow. Yes, sir: I think I would have to answer that question 
affirmatively. 

Mr. McGintery. I am interested in the Bonneville Power Admin- 
istration from the standpoint of the income, what the power revenues 
bring in per year at the present. time. 

Mr. Dun ROW. In fiscal year 1959, our income from all sources was 
866.847 23¢ 

Mr. McGrntey. From all resources? 

Mr. Dusrow. Yes, sir. 

Mr. McGrintey. That is mainly— 

Mr. Dusrow. Mainly from the sale of power. We do have some 
revenues from wheeling power and some very minor amounts of money 
from the sale of property and that sort of thing. 

Mr. Curnowern. Will the gentleman yield? 

Mr. McGrintry. Yes. 

Mr. Cuenowetn. I was interested in the amount of the opposition 
to the proposal from the public power association in the North- 
west. What is their relative strength and membership? How wide- 
spread is the opposition to this proposal ¢ 
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Mr. Dusrow. I hesitate to answer that, Congressman, because I am 
just not sure. But I know that when this legislation was being con. 
sidered last week before the Senate, they appeared in opposition to 
the bill. 

Mr. CuenowetH. How many different groups? 

Mr. Dusrow. I believe, sir, Mr. Ken Billington, who is executive 
secretary of the Northwest Public Utilities Association, appeared jn, 
person and I believe Mr. Gus Norwood, who is executive secretary 
of the Northwest Public Power Association sent in a letter. ; 

Mr. Cuenowetu. It is their contention, that if this legislation is not 
enacted power rates will go down in the future ? 

Mr. Dusrow. Yes, sir; I believe that is correct. 

Mr. Cuenowertu. That is all. 

Mr. Rocers. Are you through, Mr. McGinley ? 

Mr. McGrntey. Yes. 

Mr. Rocers. Mr. Morris, do you have any questions ? 

Mr. Morris. I have a question or two. 

Is it not true that what the power users are really afraid of, if this 
legislation is passed, is a raise in power rates instead of lowering the 
power rates, when the Bonneville Power Administration is paid out} 

Mr. Dusrow. Congressman Morris, they may have such a fear, but 
we have given a lot of thought and study to this bill and our account- 
ing people are absolutely certain that that will not happen due to this 
legislation. 

Mr. Morris. The reason I was asking is in your first sentence, the 
second paragraph of your statement, you end up “does not require 
power rates higher than those which otherwise would be required.” 

Mr. Dusrow. I mean by that, assuming that this legislation becomes 
law, when the Secretary of the Interior asks for the Congress to pro- 
vide from this future net power revenues an amount of money to 
defray the cost of some feasible irrigation project, which was beyond 
the water users’ ability to pay, at that time he asks for, and the Con- 
gress commits, let’s say the $2 million, then he is in effect saying that 
in the year 2025 that $2 million would become due and payable, that 
he is pledging the net power revenues that would be available to him 
for that purpose at that time. 

And, therefore, for that reason he would have to be assuring the 
Congress that he intends to meet the scheduling repayment on these 
projects in order that at the year 2025 there would be net revenues 
available for that purpose. 

That could not, as we envision it, possibly raise the rates, but it 
would deter the reduction in the rates. 

Mr. Morris. Is this not going to increase your cost of adminis- 
tration ? 

Mr. Dusrow. I would not imagine that it would, sir; because we are 
required by law to submit to the Secretary and to the Congress a 
report on our operations on an annual basis now. 

Mr. Morris. Have you seen this report that the General Accounting 
Office has issued ? 

Mr. Dupsrow. Yes, sir; I have seen the draft of it. 

Mr. Morris. As I understand it, they feel the Bonneville Power: 
Administration is operating in thered. Is that true? 
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Mr. Dusrow. No, sir. I believe it can be demonstrated that as of 
June 30, 1959, the Bonneville Power Administration had accumulated 
in the Treasury a surplus beyond that required to meet scheduled 

ayout of $76,345,213, and the Secretary of the Interior elected to 
fare us use $9,739,966 of that surplus to meet the scheduled amorti- 
gation for that year. 

Mr. Morris. The amortization of your 

Mr. Dusrow. Of the investment. 

Mr. Morris. Investment? 

Mr. Dusrow. Yes, sir; that is correct. This surplus has been paid 
into the Treasury and has been applied to reduce capital. But ona 
scheduled amortization basis, at this time, we are still $64.6 million 
ahead of our payout requirements. So, I would say categorically 
that Bonneville Power Administration is not operating in the red. 

Mr. AspInaui. Will the gentleman yield ? 

Mr. Morris. Yes, sir. 

Mr. AsprnaLt. What is meant in the report when it states at the 
end of the letter which was sent by Mr. Campbell to the Secretary 
of the Interior: 

Accordingly, we have concluded that we cannot report that these financial 
statements present fairly the financial position of the Columbia River power 
system and related activities as of June 30, 1959, and the financial results of 
power operations for the fiscal year then ended. 

Of course, that refers back to the three criticisms that the Comp- 
troller General had of the method in which you folks keep your books. 
Did the Comptroller General, in your opinion, mean that you did not 
have the surplus which you contend th at. you have, that it should 
have been applied otherwise, or did he mean that they just did not 
favor the procedures which you folks follow ? 

Mr. Dusrow. I think the latter is the proper interpretation to put 
on his letter. They are just really critical of the manner in which we 
actually keep the books, but the Secretary has now responded to the 
Comptroller’s letter and has indicated what he intends to do about 
this matter. 

Mr. Asprnauu. Let me ask you this: Are you in a position to tell 
us what you intend to do about it, realizing that the Comptroller Gen- 
eral is the arm of the legislative department? If you are not in a 
position at this time, or do not have the answer, just say so. 

Mr. Dusrow. I really am not in a position, at this time, to answer 
that question, Mr. Congressman. 

Mr. Morris. I would like to ask one more question. Did you op- 
erate with a license issued by the Federal Power Commission ? 

Mr. Dusrow. No, sir, Mr. Morris, we just operate the projects that 
are authorized by Congress and we do submit to the Federal Power 
Commission for its approval our recommendations on rates. 

Mr. Morris. You have a board, am I correct, in the administration 
of this Bonneville Power Administration? You have a board or a 
commissioner ¢ 

Mr. Duprow. We have an administrator and an assistant adminis- 
trator and the Bonneville Power Administrator has, by law, an ad- 
visory board which is comprised of a representative of the Corps of 
Engineers, and of the Bureau of Reclamation, and of the Federal 
Power Commission. 
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Mr. Morris. What about the people that use the power / 

Mr. Dusrow. Then, we have an advisory council which is the re- 
gional advisory counc il which is comprised of a number of the local] 
people. And the Bonneville Power Administrator meets with them 
at least annually, and generally twice a year, to seek their advice and 
to outline to them what he proposes to do, and so on. 

Mr. Morris. Mr. Chairman, I am not going to take any more time, 

Mr. Asprnati. Will the gentleman yield to me for a question / 

Mr. Morris. I yield. 

Mr. Asprnatu. In your answer to Mr. Morris’ question you stated 
that the report showed that you had taken $9 million plus for amor- 
tization purposes. Am I correct in the information which I have re- 
ceived that you have lost in your current operation for the last 2 years, 
$9 million plus for those operations and these $9 million that you have 
taken from your so-called surplus was to pay- 

Mr. Dusrow. To meet the scheduled amortization for those 2 years, 
that is correct. 

Mr. Aspinauti. Well, amortization is not exactly the right word in 
my book. It is just to pay for those losses. 

‘Mr. Dusrow. All right. 

Mr. Asprnauu. And, perhaps, what the ( ‘omptroller General i 
criticizing is the fact that he believes that the operation should be kept 
in the blac ck each year. 

Mr. Dusrow. [ believe that that is correct, Congressman Aspinall. 
But, we feel that under the law we have an obligation to pay out over 
a certain period of years. 

Mr. Asprnacu. What caused the operations in the last 2 years to 
go in the red? Was that because of your failure to raise your rates 
like they should have been in order to take care of your call on the 
funds ? 

Mr. Dusrow. I think it was due, Remcipally, to other things. For 
example, we have usually sold $4 or $5 or maybe $6 million worth of 
secondary interruptible power to the siemeinieen industry, and business 
conditions were such that they did not elect to purchase this power. 

In addition to that, we had an exceedingly warm winter and this 
affected the sale of about 200,000 kilowatts of additional power which 

would have brought in another $3 or $4 million. 

Mr. Asprnauu. I do not know enough about your operation, but just 
looking at it as a private citizen, it seems to me that if any other busi- 
ness, confronted with a loss of market at a certain time or an act of 
nature which would cause the loss of power, it seems to me that it 
would immediately ask for an increase in rates so that their opera- 
tions might stay in the black. 

I think. perh: aps, that is the way the American people would feel 
about. it. 

That is all. 

Mr. Rogers. Mr. Morris, anything else ? 

Mr. Morris. That is all. 

Mr. Rocers. Let me ask you one or two questions. What do you 
think would be accomplished by this legislation that could not. be 
accomplished by separate bills with regard to possible projects on 
that area? 
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Mr. Dusrow. I think if this legislation is passed, it will make it 
easier for the Department to proc eed with the more orderly develop- 
ment of irrigation in the Pacific Northwest. 

Mr. Rocers. Well, why ? 

Mr. Duprow. For this reason: that there are not power facilities 
which are immediately adjacent to a lot of the irrigable lands which 
may be very worth while to bri ing under water. 

Mr. Rocrrs. Could not a separate bill be passed by the Congress? 
Reference has been made all through this testimony that this 
whole matter remains with Congress. Could not a separate bill be 

assed by the Congress taking care of those marginal irrigable lands, 
Jet us call them, by the application of power revenues when those would 
be available / 

Mr. Dusrow. I think the answer to that is “Yes.” I think it could. 

Mr. Rocers. In other words, what this legislation is actually doing 
is creating a moral responsibility on the Congress to utilize net power 
revenues for the deve lopment of the basins involved; does it not ? 

Mr. Dusrow. I believe that is correct. 

And I think it also would enable the Bureau of Reclamation to 
proceed in a more orderly fashion with their planning. 

Mr. Rocers. From this group of projects they have handed us, 
they are planned way ahead right now. I fail to understand why 
it is that there needs to be a moral responsibility placed on the Con- 
gress with regard to this. It seems to me if you are going to have 
a true basin account involved, you would simply nail it down to the 
proposition that all surplus or net power revenues after the payout 
would have to be used in the development of the basins involved, 
and wherein the power was produced and sold. 

Mr. Dusrow. I think that you are right, Mr. Chairman. However, 
I do not believe that this bill, as I understand it, would only create 
an atmosphere in which projects could be recommended to the Con- 
gress and there would be a knowledge that when they were recom- 
mended, if they were accepted, that there could be net power revenues 
available to pay for them. 

Mr. Rogers. That. is the point; why pass legislation just to create 
an atmosphere? We can create atmosphere by separate bills, if we 
want to. 

As a matter of fact, there is a lot of it created up here without 
separate bills. 

Mr. Dusrow. I think I will have to say to you that will be left to 
the judgment of this committee and the Congress. 

Mr. Rocers. Do you not think, perhaps, ‘there is a feeling that pos- 
sibly a bill that absolutely nails down as a mandatory proposition 
utilization of net power revenues in this area for use in the basins, 
where the pow er is produced, that it would be impossible to pass that 
kind of a bill? 

Mr. Dusrow. I cannot answer that question, Mr. Chairman. I 
just don’t know. 

Mr. Rogers. What you are actually saying is this, Mr. Dubrow: 
that the Bonneville Power subscribes to the proposition that net power 
revenues derived from projects should be utilized in the adjacent area 
in the basins, generally, where that power is produced and sold. 

Mr. Dusrow. That is correct. 

51558—_60——_-9 
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_ Mr. Rocers. Why would they be against utilizing the net revenues 
from those projects that were built by Federal funds, generally, jy 
the payment of the bills and developments of other parts of the coun- 
try ¢ 

Mr. Duprow. I think the answer to that is that the people of the 
area out there look on this as something that belongs to them and they 
are very sensitive about it. ' 

_Mr. Rocers. I know, but then that is the very difficulty in this whole 
picture that is going to be almost impossible to sell to people from 
other areas of the country. 

You say they look upon it as belonging to them. Now, that is all 
very well until you find out whose money built it. How can they say, 
“This belongs to me,” when Federal money built it ? oe 

Mr. Dusrow. It is my understanding, Mr. Chairman, that they feel 
that they are paying for this, you see, as they purchase this power, 
And, therefore, they feel they have a very strong claim on these proj- 
ects. 

Mr. Rocers. Of course, that is true, but then there are districts al] 
over the United States, even outside of the reclamation area, who have 
said if you will build us something down here and pay for it, we will 
pay you back. That is prevalent all over. 

As a matter of fact, I think even in the reclamation States, you 
have lots and lots of situations where the people will say even though 
you say this is not a feasible project, we are willing to take on the 
responsibility of paying it back. I think there are a lot of communi- 
ties that would live up to that responsibility even if they had to go 
to the extent of levying a general ad valorem tax to meet their obli- 
gations. I know they would down in my section of the country. 

Mr. Durrow. I believe that is true. 

Mr. Rogers. Mr. Aspinall? 

Mr. Asprnatu. Mr. Chairman, Mr. Morris has brought to me the 
schedule 1 of the priority from the General Accounting Office. I just 
do not believe it substantiates the answers given to us by Mr. Dubrow. 

Mr. Dvurrow. I think that can be explained, Congressman Aspinall, 
in that this schedule 1, the accounts were kept on a cost-accounting 
basis, and then the figures that I read to you were from schedule 8, 
which are on a payout basis. 

Mr. Asrrnatyi. That may be right, but you said, as I understood 
you, that the loss from the aluminum industry was several millions 
of dollars. Schedule 1, which is the combined commercial power op- 
eration’s scheduled receipts and disbursements shows it was less than 
a million dollars, it was $880,000, and the power sold to publicly 
owned utilities was less than a million dollars, it was $274,000 approx- 
imately. And that the cost of the sale of power itself was less than 
$214 million, but that the operating expenses were in the neighbor- 
hood of $214 million. 

Mr. Dusrow. Congressman Aspinall, are you looking at schedule 5? 

Mr. Asprnauu. I am looking at schedule 1, on page 2. 

Mr. Dusrow. I donot have that. If I may show you this. 

(Discussion off the record.) 

Mr. Rogers. I think, perhaps, this is a matter that ought to be 
studied and gone over a little bit later on. 
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Mr. AsprnaLi. Of course, we do not have jurisdiction over the op- 
erations of the Bonneville Power Administration. 

Mr. Dusrow. Mr. Chairman, let me say if Mr. Aspinall wants me 
to try and get an answer to the question he asked me about what we 
intended to do about this GAO comment on our report, I will cer- 
tainly try to do that and furnish it for the committee. 

Mr. Rogers. Would you do that ? 

Mr. Dupsrow. Yes. 

Mr. Rogers. Thank you very muc h. 

(The information requested is included in a letter from the De- 
partment of the Interior dated February 1, 1960, and the attachment 
thereto, which follow :) 

U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., February 1, 1960. 
Hon. WAYNE N. ASPINALL, 
Chairman, Committee on Interior and Insular Affairs, House of Representa- 
tives, Washington, D.C. 

Dear MR. ASPINALL: In your letter of January 12 you asked for our views and 
comments on the Comptroller General's report on audit of the Columbia River 
power system for the fiscal year 1959. We are pleased to comply with your 
request. 

Several months ago this Department received a letter from the Comptroller 
General, in which he referred to the same items, which he terms deficiencies, that 
are included in the audit report. in that letter the Comptroller General cited 
the Tennessee Valley Authority as an example that this Department might follow 
inits accounting and financial reporting. 

We have given the Comptroller General's letter very careful consideration and 
staff members of this Department have met with staff members of his office on 
two occasions relative to the items in question. After much deliberation we 
concluded that certain changes should be made in our accounting practices and 
in the manner in which the results of the power activities should be reflected in 
the financial statements. We have advised the Comptroller General of our posi- 
tion on these matters. Since our letter to him covers in detail the items men- 
tioned in the audit report referred to in your letter, we are attaching a copy of 
this letter for your information. We believe that it is fully responsive to the 
matters included in the audit report; however, if you desire additional informa- 
tion we will be glad to supply it. 

The audit report shows that the system sustained a net loss of $6,609,820 in the 
fiscal year 1959, based on cost accounting concepts and after provision for depre- 
ciation. The report also shows that the accumulated net revenues as of June 30, 
1959, under the same accounting concepts, were $95,152,018. We believe this 
will indicate that the financial status of the Columbia River power system is 
sound. 

Of more importance, we believe, is the question of whether or not we are meet- 
ing payout requirements on the projects included in the system. Under appli- 
cable statutes and policies, it is this Department’s responsibility to repay over a 
reasonable period of years the Government’s investment while meeting also all 
operation and maintenance expenses, including interest on the investment. We 
have accomplished this and more. It was on the payout basis that Secretary 
Seaton announced in June of 1959 that * * * “As of June 30, 1958, the payout of 
the Columbia River power system was $76 million ahead of annually stated 
amortization schedules. This surplus, together with estimated revenues over the 
next 5 years, makes a rate increase unnecessary at this time.” A copy of the 
news release is attached. On December 16, 1959, docket No. E—-6887 was issued 
by the Federal Power Commission confirming and approving the Bonneville 
Power Administration rate schedules through December 19, 1964. 

Sincerely yours, 
Frep A. SEATON, 
Secretary of the Interior. 
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U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., January 15, 1969. 
Hon. JOSEPH CAMPBELL, 
Comptroller General of the United States, 
Washington, D.C. 

Deak Mr. CAMPBELL: Your letter of February 6, 1959, concerning the andit 
report on the Columbia River power system and related activities has been 
given careful and extended consideration. We regret the delay in responding, 
but the matters involved are complex, as you can appreciate, and extend into 
fields broader than the field of accounting. We wish to acknowledge also yoy 
letter of September 25, 1959, containing comments similar to those in the Colum. 
bia River report on the accounting policies and practices of the Southeastern 
power system and related activities. 

Your letter states that the accounting principles and methods of the Tep- 
nessee Valley Authority are such that an unqualified opinion on the financia} 
statements has been given by your Office, and you express the hope that a similar 
objective can be attained for Interior’s responsibilities. We wish to assure you 
that it is our desire to maintain our financial activities in a manner that is ef. 
fective and that meets with the approval of your Office. We appreciate the im- 
portance of good financial management and we believe that our record of account- 
ing improvements over the past several years will attest to that fact. The 
Government’s power activities in the Pacific Northwest, however, have com- 
plexities, we believe, that do not exist in the operations of the Tennessee Valley 
Authority. : 

As you know, these power activities are the direct responsibility of three dif. 
ferent agencies—the Bureau of Reclamation and the Bonneville Power Adminis. 
tration of this Department, and the Corps of Engineers of the Department of 
the Army. In addition to the three agencies having a direct and primary con- 
cern, a fourth Federal agency, the Federal Power Commission, is involved in 
the confirmation and approval of power rates applicable to certain of the Gov- 
ernment’s multiple-purpose projects in the Pacific Northwest, as well as in other 
parts of the country. 

Your letter points up several shortcomings in the financial procedures of the 
power activities which you feel are of such significance as to preclude your 
giving an unqualified certification to the financial statements. These deficiencies 
as stated in your letter are: 

1. Maintenance of special memorandum accounts. 
2. Inconsistencies in accounting for 
(a) depreciation, 
(b) interest on the Federal investment, 
(c) costs incurred by other agencies. 
3. Lack of firm cost allocations. 
We shall comment on each of these in their order. 


SPECIAL MEMORANDUM ACCOUNTS 


The special memorandum accounts have been maintained by the Bureau of 
Reclamation to record interest and depreciation on projects of that Bureau, the 
financial operations of which are reflected in the combined financial statements 
for the Columbia River power system. These records are extraneous to the 
official accounts of the Bureau of Reclamation and have been maintained ‘solely 
for the purpose of preparing the combined statements on a consistent basis. 
Similarly, the Corps of Engineers has maintained special accounting records to 
provide data needed for the combined statement. 

We believe it is evident that one of the root causes of the inadequacy of the 
present method of presentation lies in the attempt to portray results depicting 
a single entity, the Columbia River power system and related activities, which 
has neither legal or factual existence. 

To remedy this, we have concluded that the Bonneville Power Administration’s 
annual report will discontinue the past practice of preparing combined financial 
statements for projects for which Bonneville Power Administration is the power 
marketing agent. More specifically, Bonneville Power Administration will re 
port only on its power marketing activities, including operation of the Adminis- 
tration’s transmission system. In reporting upon its own power marketing 
operations, Bonneville Power Administration will show, as a distribution of 
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revenues, the amount of power revenues allocated to the generating projects. 
In addition, Sonneville Power Administration, as a matter of information, will 
include in its annual report supplemental tabulations showing the payout status 
of each project based upon data furnished from the official accounts and records 
of the agency responsible for the individual projects. By this procedure the 
need for special memorandum accounts will be eliminated. 


INCONSISTENCIES IN ACCOUNTING FOR DEPRECIATION 


Basic to each of the Government’s individual projects in the Pacific North- 
west and to the Bonneville transmission system, and firmly established through 
longstanding and congressionally ratified legal principles and policies, is the 
requirement that the Government’s investment in revenue-producing functions 
be amortized over a reasonable period of years. These premises have a definite 
pearing on the manner in which we must report on our operations. Unlike pri- 
yate utilities whose primary fiscal interest is pointed to the rate of return on 
investment rather than the repayment of the investment, our fiscal interest is 
pointed to the question of whether or not we are meeting our repayment objec- 
tives. Thus, accounting procedures generally applicable to private utilities do 
not provide fully for the needs of Interior’s power activities. We have found 
this true particularly in accounting for depreciation. 

Our repayment requirements provide for the amortization over a reasonable 
period of time (generally 50 years) of the Government’s investment while meet- 
ing also all operation and maintenance expenses, including interest on the in- 
yestment. Depreciation does not enter into the repayment picture. There- 
fore, to be useful and meaningful to us and to others interested in the status 
of repayment, the financial statements and the accounting procedures and prac- 
tices on Which they are based should be directed toward disclosing whether or 
not we are meeting our basic objectives. 

In brief, we have concluded that the recording of depreciation for the power 
activities of the Department serves no useful purpose because the results ob- 
tained have no particular significance to management. We propose that the 
maintenance of depreciation accounting be discontinued and that hereafter the 
accounts and financial statements applicable to the power activities of this De- 
partment reflect those costs, including the investment, which must be repaid, 
and the progress we are making in meeting the repayment requirements. By 
this procedure the financial statements will serve a useful purpose in disclosing 
whether or not the repayment objectives are being accomplished. No other 
change in the existing accounting principles and procedures would be involved. 
We believe that by this procedure the financial statements and the related ac- 
counting systems on which they are based will comply fully with the principles 
and standards enumerated in 31 U.S.C. 66a. 

We can appreciate the desire of the General Accounting Office to attain uni- 
formity between Government agencies to the greatest extent possible and 
realize that our proposal varies from the procedures followed by the Tennessee 
Valley Authority, but, as stated earlier, our requirements are different and 
operating conditions are by no means comparable to those of the TVA. These 
conditions have been known to the General Accounting Office for several years 
and have been of interest to both you and your predecessor. In a letter of 
October 6, 1950, from Comptroller General Warren approving the accounting 
system of the Bureau of Reclamation, the following appeared: 

“This Office is in agreement with your approach to the study of a policy 
on depreciation. It is recognized that with the various types of contracts with 
the facility users, such as those issued under section 9d and 9e of the Reclama- 
tion Project Act of 1939, together with the power operations and, where the 
Bureau is required to recover construction costs through rates and repayment 
contracts in a much shorter period than the estimated life of the project, the 
normal depreciation policy of public utilities or comparable enterprises cannot 
be applied directly to the facilities of the Bureau. However, it is a general 
policy of this Office that, where activities are carried on in the nature of those 
of the Bureau of Reclamation, depreciation or some type of charge for the 
amortization be considered, if practicable and feasible, as a part of the annual 
operation and maintenance cost.” 

Our conclusions, after a careful review of this matter, basically conform to 
the above quoted paragraph. We feel that it is both practicable and feasible 
to utilize amortization instead of depreciation. However, as has been stated 
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on previous occasions, we consider amortization as a requirement to be accom- 
plished over a reasonable period of years, or over such period as Congress n 
specify in a given case, rather than as an inflexible 
met each year of the repayment period. 


lay 
annual goal that must pe 


INTEREST ON THE FEDERAL INVESTMENT 


While the inclusion of interest on the Federal investment as a reimbursable 
item is not required by law for most projects, the Department, as a matter of 
policy, has included interest on the investment allocated to power as a part of 
the reimbursable costs. This policy was reaffirmed in November 1957 by secre. 
tarial instructions to Bonneville Power Administration. 

We desire uniformity in the interest rates, but, as you are aware, for some 
projects the rates are set by law and vary between projects. For most projects 
the authorizing legislation does not provide for interest and for these the rates 
for repayment purposes have been established, with minor exception, at 24 
percent. This rate conforms closely to the rate determined under criteria 
set forth in Bureau of the Budget Circular A—47 relative to determining project 
feasibility. The Department’s policy adopted in 1957 provided for recording 
interest during construction on new projects, but determined that no adjustment 
would be made for interest during construction on older projects. 


e m We believe 
that policy is sound. 


COSTS INCURRED BY OTHER AGENCIES 


Your letter cited inconsistencies in accounting for costs incurred by other 
Federal agencies. While we recognize that there is a lack of uniformity in 
accounting for these costs, we feel that since the civil service retirement costs 
now are appropriated to and paid by the respective agencies, the remaining 
costs borne by other Federal agencies are not significant in relation to total 
program. Accordingly, we have concluded that until such time as a policy is 
established Government-wide on accounting for these remaining costs, we will 
discontinue including them in the accounts of the bureaus of this Department, 


LACK OF FIRM COST ALLOCATIONS 


With reference to your comments on lack of firm cost allocations, the Inter- 
ior bureaus are being instructed to take immediate steps to eliminate the 
practice of indiscriminately classifying allocations of cost as tentative. We 
believe that the problem of appropriate cost allocations will be resolved in the 
near future. A number of multiple-purpose projects from which Interior bu- 
reaus market power now have firm cost allocations and we believe that the 
problem of appropriate cost allocations will be resolved in the near future. 
You are aware of the cost allocation and financial practices staff working group 
comprised of representatives from Federal Power Commission, Corps of Engi- 
neers, General Accounting Office, and the Department of the Interior. This 
group has met on numerous occasions to discuss these problems and has made 
substantial progress in resolving differences. 

We realize that the views herein expressed mark a different approach to 
presentation of the Government’s power program from that which this De 
partment, as well as your Office, has taken in the past. We are convinced, 
however, on the basis of an analysis of the factors involved, that our approach 
is sound and will produce results more useful in the management of the power 
operations. 

We wish to express our appreciation for your interest in these matters 
and to assure you that we have a sincere desire to eliminate any deficiencies 
in financial management that may exist in the Department. ;We hope that you 
will carefully consider the contents of this letter and that our proposals meet 
with your approval. If you or members of your staff would care to discuss 
these matters with us, we would be most happy to participate. 

Sincerely yours, 
ELMER F, BENNETT, 
Under Secretary of the Interior. 
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HOUSE OF REPRESENTATIVES, 
COM MITTER ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D.C., January 12, 1960. 
Hon. Frep A. SEATON, 
The Secretary of the Interior, 
Washington, D.C. 

DeaR Mr. SEcRETARY: The Comptroller General of the United States has fur- 
nished this committee a copy of his report to you on the audit of the financial 
statements of the Columbia River power system and related activities for the 
fiscal year ending June 30, 1959, 

The report shows that the system sustained a net loss of over $6 million in 
fiseal year 1959. The report also contains assertions by the General Accounting 
Office that deficiencies and inconsistencies in accounting policies and practices 
have existed for several years without being satisfactorily corrected or resolved. 

While I recognize that in the Congress these matters are within the jurisdic- 
tion of the Government Operations Committee, this committee also has some 
responsibility in the financial operations of the Columbia River power system be- 
cause of the relationship to reclamation projects previously authorized and 
those contemplated for future authorization. Because of this responsibility and 
the interest and concern of members of this committee, I would appreciate hay- 
ing your views and comments on the Comptroller General’s audit report. 

Sincerely yours, 
WAYNE N. ASPINALL, Chairman. 


Mr. Rogers. We have a request. from the American Public Power 
Association, the Northwest Public Power Association, and the Pacific 
Marine Fisheries Commission, to file written statements with the com- 
mittee. The Chair will make this announcement: That those requests 
will be honored on these conditions and these qualifications: that 
they be filed within 10 days from today, that it be distinctly under- 
stood that they are subject to approval of the chairman and the rank- 
ing minority member of the subcommittee, and that representatives 
of those associations will make themselves available for questioning 
when required, should they be required. 

(The material referred to follows :) 


STATEMENT OF ALEX RADIN, GENERAL MANAGER, AMERICAN PUBLIC POWER 
ASSOCIATION 


My name is Alex Radin. I am general manager of the American Public 
Power Association, a national trade organization which represents more than 
1,000 local publicly owned electric systems in 42 States. This statement is sub- 
mitted on behalf of the association, which is opposed to H.R. 3487, H.R. 3510, 
H.R. 3668, H.R. 3683, and other identical bills in their present form. 

Many of the association’s member systems in the Pacific Northwest purchase 
power at wholesale from the Bonneville Power Administration. Therefore, this 
proposed legislation is of interest to our member systems because of its potential 
effect on power rates and power marketing policies in the Pacific Northwest. 
The Northwest Public Power Association and the Washington Public Utility 
Districts Association, both affiliates of this association, have submitted testi- 
mony in opposition to these bills, indicating the concern of power consumers in 
the area. Also the legislative committee of this association, at a meeting in 
Washington on January 20, 1960, adopted a motion in opposition to the subject 
bills. 

Our opposition to these bills stems primarily from these points: 

1. They will ultimately contribute to an increase in Bonneville Power Admin- 
istration rates. In fact, under the present language of these bills, the effect on 
BPA power rates could conceivably be felt in the relatively near future. 

They weaken the prestige and influence of the BPA Administrator within 
the Department of the Interior, by reducing his flexibility in making recom- 
mendations concerning BPA rates, and by shifting an important segment of 
this function to the Bureau of Reclamation. 
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3. They provide a subsidy to reclamation projects outside the Columbia River 
Basin so that power costs to consumers in an area of approximately 175,000 
Square miles may provide sizable irrigation subsidies to an area nearly foyy 
times this size. 

4. They single out the consumers of power from Federal projects in the 
Columbia River Basin as the sole source of funds to provide expansion of recla- 
mation projects in a seven-State area. Further, these bills propose only that 
added burdens be placed on these power consumers, with no mention of alterna- 
tive means of obtaining further subsidies for reclamation projects alternatives 
which in past years have been widely advocated as a solution to this problem, 

5. These proposals are in conflict with other important legislative proposals 
now before other committees of the Congress, and they should be carefully 
reviewed in the light of their effect on these other bills. For example, H.R, g 
now before the House Public Works Committee, purposes that Federal muiti. 
purpose projects be amortized over “the useful life of the project, or a period of 
100 vears, whichever is the shorter.’ assage of legislation establishing a 
Pacific Northwest account, as proposed in these bills, would tend to discourage 
the application of a longer amortization period for future Federal multipurpose 
projects in the Pacific Northwest—the area in which a large percentage of such 
feasible projects are located. Furthermore, a bill to change the Bonneville 
Power Administration into a Bonneville Power Corporation is now before q 
Senate committee. Creation of a Pacific Northwest account could have a direct 
effect on many provisions in this bill. 

I would like to discuss some of the above points in detail. 


EFFECT ON ELECTRIC RATES 


The American Public Power Association’s statement on Federal power policy, 
adopted by our board of directors on September 26, 1949, sets forth the policy, 
already clearly stated in such Federal legislation as the Bonneville Project 
Act and the Flood Control Act of 1944, that “power from Federal projects 
should be sold at the lowest possible rates consistent with sound 
principles.” 

Our policy statement continues: “Rates for power produced at multiple-pur- 
pose projects should be suflicient to meet all costs properly chargeable to power, 
but should not be burdened with any costs properly chargeable to any other 
purpose ; provided, however, that when irrigation is one of the joint purposes, 
then power revenues may properly be used to pay that portion, if any, of the 
capital costs properly chargeable to irrigation which is beyond the ability of 
the irrigators to pay; provided the total capital costs paid from power revenues 
(those chargeable to power plus those chargeable to irrigation but paid from 
power revenues) shall never exceed the amount for which a comparable supply 
of power could have been developed had irrigation not been one of the purposes 
of the project. 

This statement clearly recognizes the importance of irrigation. But it does 
not suggest that, once power rates have completely amortized the Federal 
investment allocated to both power and irrigation, the power consumer should 
continue for an indefinite period to subsidize irrigation—and certainly not at 
the same level as previous amortization of both power and irrigation. 

The Federal Government would seem to be telling the power consumer 
that the Government was adding, ex post facto, some small print which said 
the consumer should keep on paying for Federal dams as long as the dams 
produce marketable electric power, with the extra payments being solely to 
subsidize irrigation. 

Witnesses before your committee have claimed that this bill will not affect 
Sonneville Power Administration rates. They may be overlooking two points: 

(a) The bills leave in doubt the question of whether Bonneville power 
revenues could be diverted to the Pacific Northwest account before any of the 
power projects are amortized. This opens up the possibility of stopping BPA’s 
present practice of making advance payments to the Treasury in years when 
finances permit—as a cushion against years such as the last three when BPA 
has operated at a deficit. If, in any one year that BPA had sufficient net 
revenue to make advance payments to the Treasury, the funds were instead 
diverted to the Pacific Northwest account, the result might well be to require an 
increase in BPA rates ultimately. 
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(b) By the time present Federal multipurpose projects are amortized, new 
sources of power probably will be more costly. W ith the older projects com- 
pletely amortized, their power output could flow into the BPA system as a 
palancing factor against the newer, higher cost power. If, instead, payments 
must continue to be made on these projects, the obvious result would be to make 
BPA rates—which are set on the basis of total power available—more expensive. 

It seems patently clear that the placing of additional financial burdens on 
power facilities will tend to increase power rates. 

These bills would change a fundamental congressional policy, clearly stated 
in the Flood Control Act of 1944, that the Secretary of the Interior shall dis- 
pose of power “in such manner as to encourage the most widespread use 
thereof at the lowest possible rates to consumers consistent with sound business 
principles * mS 

The 1944 act also stated that “rate schedules shall be drawn having regard to 
the recovery * * * of the cost of producing and transmitting such electric 
energy, including the amortization of the capital investment allocated to power 
over a reasonable period of years.” 

Even if the Congress decided that power consumers should continue to make 
payments on these Federal power-producing dams after the projects were com- 
pletely amortized, the Congress would—at that time—have the alternatives of 
(a) putting the funds directly into the U.S. Treasury, (6) using the funds for 
irrigation subsidy, or (c) using the funds for what may at that time be a more 
desirable purpose. To make that decision now, more than three decades before 
the first dam will be amortized, seems unwise. Our Nation will undergo re- 
markable changes in the next three decades, and a decision on this matter now, 
without full examination of alternatives, would seem hazardous. 


rHE COLUMBIA RIVER BASIN 


Two other objections to these bills should be stressed. One is that these bills 
dilute the authority of the Bonneville Power Administrator to recommend rates 
for power which BPA markets. It appears that the Bureau of Reclamation, 
which will maintain records and make appropriate reports concerning the Pacific 
Northwest account, will, in effect, be given more influence within the Department 
of Interior on BPA power rates. This is unsound procedure, since the Bonne- 
vile Administrator should have the sole responsibility for carrying out the 
responsibilities delegated to him by the Secretary of the Interior. 

Second, there is a contradiction between the designation of a “Pacific North- 
west account” which adopts one area as being the Pacific Northwest for irri- 
gation purposes, while relying on subsidies to this larger area from power 
consumers in a much smaller area—the BPA power marketing area. If this is 
to be a basin account, it should logically be limited to the Columbia River Basin: 
otherwise it is not a basin account, but simply a device for subsidizing an area 
with little logical reference to the basin from which the financial assistance is 
derived. 

Our association, therefore, urges the committee to study more thoroughly the 
many implications of this legislation. The State of Washington, for example, is 
now studying this whole problem, and expects to have recommendations in a 
few weeks. We urge that the committee examine all available alternatives for 
accomplishing the purposes of these bills. The bills should not be approved in 
their present form. 





STATEMENT OF Gus Norwoop, EXEcuUTIVE SECRETARY, NORTHWEST PUBLIC POWER 
ASSOCIATION 


Mr. Chairman and members of the committee, my name is Gus Norwood. 
For over 12 years I have served as executive secretary of the Northwest Public 
Power Association comprising 110 consumer-owned electric distribution systems 
serving 2 million people in Alaska, Montana, Idaho, Oregon, and Washington. 


STATEMENT OF POSITION 


Our systems have a genuine, grassroots interest in maximum, long-range 
reclamation of land in the Pacific Northwest. We think irrigation is a full- 
fledged, coequal purpose of water resources development. Our policy resolu- 
tions support irrigation. 
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Our systems annually pay into the U.S. Treasury over $25 million for Federa] 
power. We have a vital stake in low-cost power. We regard low-cost hydro. 
power as a full-fledged, coequal purpose of water resources development, — 

We have studied all bills for proposed basin account legislation since 1949 
We have repeatedly offered to sit down with irrigation groups to work out 
good, practical legislation. 

We must respectfully oppose the presently proposed Pacific Northwest ac. 
count bills as being contrary to the national public interest. We feel these 
bills fail to advance the goals of maximum irrigation development, they fail 
to advance the goal of optimum hydroelectric power development and they fail 
to promote comprehensive and wise use of water resources. Additionally 
these bills are unfair. =F 

We favor action by Congress in enacting S. 2549 looking toward the adoption 
of a long-range, positive water resources planning and development program, 

We hope this policy will remove the present descrimination against irrigation, 
In opposing these bills we plead for studies and actual conferences and 
hearings to work out good legislation. We offer to cooperate to this end. 


WE SUPPORT RECLAMATION DEVELOPMENT 


As recently as November 7, 1959, the board of trustees of the Northwest Pub- 
lic Power Association, upon the recommendations of our legislative commit- 
tee and our wholesale rate committee, adopted the following reclamation policy: 


“TRRIGATION 


“A. Irrigation is one of the foremost and coequal purposes of water resources 
development. 

“B. We support a positive irrigation program in the Pacific Northwest as re- 
quired by the demand for agricultural produce. To this end we urge investiga- 
tions and study to determine the long-range, economically feasible irrigation po- 
tentials as limited by the availability of water and land. 

“C. We recognize that that portion of irrigation investment which results 
in direct local benefits should be self-supporting as to operating and maintenance 
expense and repayment of investment which is within the capacity of water 
users to repay as determined by the Secretary of the Interior. 

“D. We recognize likewise that the indirect benefits and some of the direct 
benefits of irrigation accrue primarily to the national economy similarly to flood 
control and navigation. These benefits should be treated similarly to flood con- 
trol and navigation On a nonreimbursible basis. We recommend that Congress 
do this either directly as for flood control and navigation or indirectly as by 
application of the interest component.” 


ENDORSEMENT OF OTHER TESTIMONY 


We endorse and support the testimony submitted January 22 by Executive 
Secretary Ken Billington of the Washington Public Utility Districts’ Association 
before the Senate Committee on Interior and Insular Affairs. He describes §. 
1388 as unfair legislation. 

We also endorse (copy enclosed) the January 19, 1960, letter of the State of 
Washington submitted by Earl Coe, director of the department of conservation 
and development, wherein he reports that the State of Washington has in 
process an extensive study on irrigation potential and the financing thereof. 
He also asks delay on 8. 1388 pending the resolution of some serious repayment 
problems of the Columbia Basin project. 

We join in the request of the State of Washington. 

We are cooperating with the State of Washington in these studies and are 
equally anxious to work with each State involved and with any genuine irrigation 
groups. 

DISCRIMINATION AGAINST IRRIGATION UNFAIR 


A basic defect of S. 1388, and the identical House bills, is the premise that 
irrigation is an inferior, secondary aspect of water-resources development which 
cannot be justified unless the U.S. Treasury is repaid the entire irrigation invest- 
ment in some direct manner. 

In contrast, the cost of flood control and navigation is treated as nonreimburs- 
able which means that the costs are repaid to the U.S. Treasury indirectly 
through the added taxes generated. 
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POSITIVE IRRIGATION POLICY ENDORSED 


Our policy calls for that portion of irrigation investment which is beyond the 
ability of water users to repay to be treated as nonreimbursable just the same 
as for flood control and navigation. 

This can be done directly as for flood control and navigation or indirectly 
py use of the interest component. 

“Both approaches have been proposed for many years. Thus Senator Guy 
Cordon, in his November 17, 1950, address to the National Reclamation Asso- 
ciation, urged that that portion of reclamation investment which is beyond 
the ability of water users to repay should be nonreimbursable. One copy of 
this speech is enclosed. 

The interest component idea goes back to the Minidoka project (1908) under 
the basic 1902 Reclamation Act. It was particularly recommended in 1946 
for the Columbia River Basin. 

I discuss the interest component in detail in my address of April 16, 1959, 
pefore the Washington Governors’ Power Resources Advisory Committee. This 
address is enclosed and is submitted for the record as part of our testimony. 
I also submit one copy of the minutes of the above April 16, 1959, meeting. 

I have also arranged for mimeographing of a 38-page legislative history of 
the Columbia Basin account through 1950 and am forwarding one copy. 

My study, based on extensive files and records, convinces me that Congress 
should declare irrigation to be a coequal purpose of water-resources development 
and should treat such excess investment the same as flood control and navigation 
investment. 

INCONSISTENCY REVEALED 


Iam convinced that the solicitor’s opinion of September 29, 1944, and amended 
September 10, 1945, is sound and consistent with the policy of the Congress set 
forth in the Reclamation Act of 1902. That policy is to treat irrigation as 
reimbursable but on an interest-free basis. 

If a hydrogenerator was installed incident to an irrigation project it too was 
interest free, but for ratemaking purposes an interest component was charged 
and this net power revenue was used to help repay either or both power and 
irrigation investment. 

The premise behind the Pacific Northwest account is that the entire area is one 
large irrigation project with all Federal hydroprojects as an incident thereof. 
If this premise is true then the interest component should apply. 

If the premise is not true then there is no basis for such an account. In that 
ease, we urge a direct new policy of nonreimbursability. The result is the same. 

In either case, increasing power rates is illogical and inconsistent with the 
Reclamation Act. 

The allegation that power rates would not be increased is highly misleading. 
We urge the most careful long-range analysis of this allegation because the 
consequences will run into several billion dollars. 


OBJECTIONS TO THE BILLS 


Our genera! objections to the Pacific Northwest account bills are as follows: 

First. The bills are premised on irrigation which a second-rate or subservient 
purpose of water resources development. We think irrigation is coequal with 
flood control and navigation and should be accorded nonreimbursability status. 

Second. The bills assume that Federal dams, regardless of physical separa- 
tion, are part of an overall area-wide irrigation project. If this premise is 
true then the interest component should apply. 

Third. The bills assume Federal hydroprojects are or should be subservient 
paying partners of irrigation. This is just part of the Bureau of Reclamation’s 
propaganda effort, arising out of the unfortunate premises listed above. Hydro 
is a coequal purpose of water-resources development. It need not be subservient 
to irrigation any more than irrigation should be subservient to flood control and 
navigation. Congress should clean up these erroneous premises. 

Fourth. These bills add to power cost for subsidizing irrigation and thus 
constitute a left-handed or back-door route for repealing the Bonneville Act 
and the Flood Control Act of 1944. These bills, upon careful analysis, will show 
the danger of enacting single-purpose, special-interest legislation which ignores 

e desirable public goals and ideals of conservation which have so long been 

vanced by Congress. These bills are contrary to the goal of full, balanced, 
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multiple-purpose water resources development. We urge comprehensive plan. 
ning instead. 

Fifth. These bills are at once tax legislation upon power users, and appro- 
priations legislation for the expenditure of the anticipated, 50 years from how, 
power revenue. Furthermore, we strongly disagree that only a half billion dol. 
lars is involved. We visualize this running to several billion dollars. The first 
half billion dollars is just the immediate commitment. 

These are the five general defects in the bills. 

Our specific objections to the bill are as follows, referring to 8. 158s: 

1. Misleading title. The seven States do not constitute the Pacific Northwest, 
This is a seven-State account. 

2. Misleading preamble. The bill is not needed for orderly marketing of com. 
mercial power. 

3. The first sentence further asserts an interrelationship among projects in 
the seven-States. The bill interrelates certain Colorado and Missouri Basin 
irrigation works to Columbia River dams. Why not include the entire Colorado 
and Missouri Basins and, indeed, all basins in all 50 States? It violates the 
unity of the Columbia Basin as a watershed. Furthermore, it places aj) 
Columbis Basin irrigation as a burden upon power users of just the BPA service 
area, which doesn’t include southern Idaho, for example. 

4. The first sentence also declares the necessity for the subsidy to come from 
net power revenue. Why not from a tax on natural gas, or postage stamps, 
or on private utility power sales? Why pick on public power as the exclusive 
scapegoat? 

5. Net power revenues (p. 1, line 5) are nonexistent and cannot legally exist 
under the Bonneville Act and Flood Control Act of 1944. We don’t want these 
laws repealed by back-door methods or indirection. 

6. The bill is unfair in requiring power users in the BPA service area to 
subsidize irrigation in a seven-State area which is four times as large as the 
BPA service area. This is discriminatory two ways. First, it discriminates 
against consumers in the BPA service area. Second, why not make it a nation- 
wide account covering 50 States? 

7. The bill is unfair in levying a tax on only the consumers of power from 
Federal dams. Why not also tax the consumers of non-Federal dams? 

8. The bill places the Bureau of Reclamation in charge of BPA revenues, 
accounts, and records since all power revenues are ordered turned into the 
account. 

9. The bill (p. 2, line 11) requires power to subsidize irrigation even ahead of 
making interest payments to the Treasury. Why? 

10. Apparently the bill abolishes the payment of interest to the U.S. Treasury 
in the language at page 2, lines12and13. The committee might do well to dissect 
this tricky Bureau of Reclamation language. BPA pays interest at Bonneville 
Dam by custom, not by law. It started with FPC cost allocation report on 
sonneville Dam. Since no law requires such interest, the language at page 2, 
lines 12 and 13, would prohibit interest payments. We’re not complaining, but 
the committee would do well to get a good legal analysis of the bill. 

11. The bill uses circumlocution at page 2, line 21, to page 3, line 2, to permit 
the Secretary to determine how much net power revenue he needs, then make 
up schedules premised thereon and then set the power rates to meet the 
schedules. This again repeals the Bonneville Act and Flood Control Act of 
1944. 

12. The circumlocution and illogic of the bill is revealed again at page 5, lines 
13 and 14, in discussing “without increase in then prevailing rate schedules.” If 
power is sold at cost, as the laws provide, there is no net power revenue. If 
this is interpreted to mean that irrigation is subsidized only after the completion 
of the 50-year power payout on each dam, then one must also assume that no 
further Federal dams are built whose power cost is above the prevailing rate. 
Yet in fact that is the only kind of Federal dams that can be built. In other 
words, as Bonneville Dam is paid off, its revenues must be merged with the 
much higher cost power of the last dam built. Thus there still would be no 
net power revenue. If it is assumed that no more Federal dams will be built, 
and the Bureau of Reclamation analysis obviously rests on this premise, then 
a vast portion of the region’s hydro potential is condemned to nondevelopment. 

13. At page 5, lines 23, through page 7, line 6, i.e., section 4(c), is a postfacto 
law, taxing power users for the high-cost irrigation projects of the past. In 
other areas Congress has written off these early mistakes of the Bureau of 
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Reclamation. Why should power users be saddled for the mistakes, incompe- 
tence, and other misfortunes which the Bureau of Reclamation has inflicted 
on these people? We agree relief is needed, but why tax the power user of 
Bonneville Dam power? 

WE OBJECT TO BPA TESTIMONY 


We understand that BPA has testified that this bill will not increase power 
rates. If the enactment of this bill abolishes interest payments at Bonneville 
and certain other dams, we could visualize that possibility. 

If interest is not abolished, then we disagree with BPA testimony. As higher 
cost power from new Federal dams comes into the picture, rates must be in- 
creased even after the 50th year finds Bonneville Dam paid out. The lower 
cost power from Bonneville Dam, when merged with new high-cost power will 
require rate increases even if no irrigation subsidy is required. 

We challenge the entire bill on the ground of erroneous premises. 


WHAT NET POWER REVENUES? 


Neither the Bonneville Project Act nor the Flood Control Act of 1944 provide 
for the U.S. Treasury a profit from the marketing of hydroelectric power from 
Federal dams. There is no profit or net power revenues. S. 1388 refers at 
page 1, line 5, to an alleged profit which neither exists nor is legally contem- 
plated. 

Net power revenue is merely a hope of those who oppose the Federal power 
program. They want Congress to reverse the law to increase rates. 

The Bonneville Power Administration is operating in the red. In a BPA 
document of October 31, 1958, the BPA financial situation was presented as 
follows : 

{In millions] 


Annual net | Cumulative 
revenue or | payout ahead 


(deficit) of schedule 
June 30, 1956 7 Me ae $77. 145 
June 30, 1957 ~ i x j a $1. 662 78. 807 
June 30, 1958 onal abandon ‘ ok aati ne aet (2. 684) | 76. 345 
June 30, 1959 (estimated ; cael ‘ at (7. 257) 69. O88 
June 30, 1960 (estimated) Ver : we oo i re (6. 052) 63. 036 


Thus by June 30, 1960, a total deficit for 3 years of $15,993,000 has reduced 
the safety margin which we accumulated from previous good years from $78,- 
807,000 to $63,036,000. BPA is still financially sound but the policies of re- 
cent years have been extremely costly and could force rate increases in 1964 
when rates will next be reviewed. 


WE OPPOSE THE AANDAHL POWER DOCTRINE 


The basic philosophy of Assistant Secretary Aandahl since 1953 has been the 
private utility objective to apply the “reversed yardstick” of. private utility 
rates as the basis for setting Federal power rates. He has supported legis- 
lation such as the Pacific Northwest account bills as a method of jacking up 
Columbia River power system rates. To this end he proposes that BPA power 
rates be increased to pay for future irrigation in the Missouri River Basin 
and the Colorado River Basin in Wyoming, Utah, Nevada, and eastern Montana 
in addition to future irrigation projects in the Columbia River Basin which are 
not in the Bonneville service area. 

Mr. Aandahl revealed his policy in his address at Fargo, N. Dak., on Sep- 
tember 29, 1953: These points are underlined in his speech: 

“This power policy, basically different from what preceded it, will not cause 
any sudden disturbing impact but will significantly and constructively influence 
the future. * * *” 

“As a word of warning, I would like to forecast that, except in high fuel 
cost areas, » years hence the spread in price between federally produced pow- 
er and locally produced power, either from steamplants or otherwise, will be 
much less than it is at the present time. * * *” 
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“The availability of remaining power to nonpreference customers, together 
with prospective reduced differential in the price of Federal and locally pro. 
duced power, should materially reduce the unfortunate pressure on local com- 
munities to establish local public power entities just to make Federal hydro. 
power available to themselves. * * *” 

“It is time that we get away from the idea of giving power away at the 
taxpayers’ expense for the purpose of stimulating local public power and later 
its absorption by the Federal Government in an objective headed toward ulti- 
mate complete Federal Government monopoly of power. * * *” 


RATE POLICY OF CONGRESS IS SOUND 


The Aandahl power doctrine is completely contrary to the policy of the 
Congress as laid down in Federal law. Mr. Aandahl wants the law reversed. 
In neither the Bonneville Project Act nor in the Flood Control Act of 1944 qig 
Congress contemplate that electric power from Federal dams would be marketed 
so as to more than cover the cost of producing and transmitting such power, 

There is to be no profit or net power revenues. 

The Bonneville Act repeatedly emphasizes the goal of low-cost power, thus: 

“Sec. 2. (b) In order to encourage the widest possible use of all electric 
energy * * *.” 

“Sec. 4. (a) In order to insure that the facilities for the generation of elec. 
tric energy at the Bonneville project shall be operated for the benefit of the 
general public, and particularly of domestic and rural consumers, the Admin- 
istrator shall at all times, in disposing of electric energy generated at said proj- 
ect; give preference and priority to public bodies and cooperatives.” 

Section 5(a) has two provisions on the duties of the Administrator relative 
to the congressional policy of power marketing on a nonprofit basis. 

Section 6 specifies that the rate policy must be “fixed and established with 
a view to encouraging the widest possible diversified use of electric energy.” 

Most specific is the mandate of section 7 that rates shall be based on costs: 

“Sec. 7. It is the intent of Congress that rate schedules for the sale of electric 
energy which is or may be generated at the Bonneville project in excess of the 
amount required for operating the dam, locks, and appurtenant works at said 
project shall be determined with due regard to and predicated upon the fact 
that such electric energy is developed from water power created as an incident 
to the construction of the dam in the Columbia River at the Bonneville project 
for the purposes set forth in section 1 of this Act. Rate schedules shall be 
drawn having regard to the recovery (upon the basis of the application of such 
rate schedules to the capacity of the electric facilities of Bonneville project) 
of the cost of producing and transmitting such electric energy, including the 
amortization of the capital investment over a reasonable period of years. * * *” 

The Flood Control Act of 1944 defines the policy of the Congress more par- 
ticularly by requiring that the Secretary of the Interior dispose of power “in 
such manner as to encourage the most widespread use thereof at the lowest 
possible rates to consumers. * * *” 

Its key provisions read: 

“Sec. 5. Electric power and energy generated at reservoir projects under the 
control of the War Department and in the opinion of the Secretary of War not 
required in the operation of such projects shall be delivered to the Secretary 
of the Interior, who shall transmit and dispose of such power and energy in such 
manner as to encourage the most widespread use thereof at the lowest possible 
rates to consumers consistent with sound business principles, the rate schedules 
to become effective upon confirmation and approval by the Federal Power Com- 
mission. Rate schedules shall be drawn having regard to the recovery (upon 
the basis of the application of such rate schedules to the capacity of the electric 
facilities of the projects) of the cost of producing and transmitting such electric 
energy, including the amortization of the capital investment allocated to power 
over a reasonable period of years. Preference in the sale of such power and 
energy shall be given to public bodies and cooperatives. * * *” 

Under these nonprofit rate policies of Congress the Federal power program has 
been operated as a financially sound, self-liquidating public enterprise which has 
well served the Nation. We endorse the present policies of the Congress as set 
forth in the Bonneville Act and Flood Control Act of 1944. 
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WHO ARE THE PROMOTERS? 


This legislation is desired primarily by the victims of old, high-cost irrigation 
projects who resent the fact that they are committed to pay high Hoover-period 
prices for irrigation service (usually $300 per acre) compared to the New 
Deal-period prices, as in the Columbia Basin project of $85 per acre. We are 
sympathetic to the problem and hope some relief can be arranged. However, 
we see no need for adding a half billion dollar burden on the power users just 
so these poor irrigation districts can save a few million dollars under their 
resent contracts. 

Furthermore, the committee should be aware of the pressures mounting for 
further subsidy within the Columbia Basin project. 

This whole situation warrants the most careful scrutiny and review. 


THE CHOICES AVAILABLE 


The irrigation investment which is beyond the ability of the water user to 
repay can be taken care of in the following main ways: 

We think the first method is the simplest, most logical, most forward looking, 
most consistent (with flood control and navigation) and most likely to assure 
uitimately the maximum irrigation development. 

1. The first method is to make such irrigation investment nonreimbursable. 

2. The second method is to use, in whole or in part, the interest component. 

3. The third method is to place the burden on future power revenues of 
Federal projects. 

4. The fourth method is to burden present power users. 

5. Combination methods are also possible. 

Long-range studies are needed to visualize the ultimate effects. Basically a 
100-year overall repayment analysis should be made perhaps on the assumption 
that all hydro and irrigation development is in place by the year 2000 and 
complete payout achieved by the year 2100. Such a long-range analysis would 
quickly reveal some of the fallacies in the expedient assumptions now being used 
by the advocates. We want to cooperate toward the achievement of a worth- 
while solution. 

RECOM MENDATION 


We recommend postponement of this bill pending the making of a long-range 
study. 

(CommirreeE Nore.—The Pacific Marine Fisheries Commission 
subsequently advised the committee that it would not submit a state- 
ment. ) 

Mr. Rocers. Is there any further business to come before the sub- 
committee on pending bills? 

There being no further business, the subcommittee stands adjourned, 
subject to the call of the Chair. 

(Whereupon, at 11:20 a.m., the committee was recessed, to recon- 
vene subject to the call of the Chair.) 


x 





